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ABSTRACT 
 
 
As an important part of a nation’s history and culture, South African wine 
industry contributes vastly towards South Africa’s economy and job creation. 
However, under the influence of the widespread globalisation, South African 
wineries have to face many new issues and challenges. How to expand their 
overseas markets and obtain a sustainable development mode has drawn 
more attention from South African entrepreneurs in this field. 
 
Due to the rapid economic development and the huge population, China can 
provide a market with enormous potential to South African wineries. The fast 
growing trade between the two countries can also bring opportunities to South 
African entrepreneurs to explore the Chinese market. Therefore, it is 
necessary and vital for South African wineries to understand the Chinese 
market and the factors that influence wine imports from South Africa before 
they enter the wine market in China. 
 
The research problem addressed in this study was to investigate the factors in 
the Chinese market that influence wine imports from South Africa. To achieve 
this objective, a literature study was undertaken to probe the various aspects 
of the wine market in China, including the characteristics, the status quo and 
the development trends of this market. The driving factors that attribute to a 
great increase in wine consumption in China were also explored and 
discussed.  
 
Based on the literature study, a survey questionnaire was developed to obtain 
the empirical data. By means of comparison and integration of the findings of 
the empirical survey with the literature study, the results were obtained for 
solving the research problems. In addition, conclusions and recommendations 
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were drawn to assist South African wineries and other marketers in choosing 
appropriate marketing strategies and avoiding potential risks. 
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CHAPTER 1 
 
INTRODUCTION, PROBLEM STATEMENT AND DEFINITION OF 
CONCEPTS 
 
1.1  INTRODUCTION 
  
Following the rapid development in the economy and technology, the growing 
globalization of markets worldwide for goods and services is becoming the 
most striking trend in business today. From a national standpoint, economic 
isolationism is impossible. According to Paliwoda (1993), failed participation in 
the global marketplace assures a nation of declining economic influence and 
its citizens of a decrease in the standard of living. Successful global 
involvement, however, holds the promise of an improved quality of life, a better 
society, and as some have stated, even a more peaceful world.  
 
The companies that endeavour to expand their product markets abroad need 
to use a global perspective and identify the most attractive opportunities 
worldwide and to determine their global strategies, or key competitive 
advantages relative to these markets.   
 
Johansson (2000: 4) points out “as long as world markets remain open, there 
is no stopping the spread of global competition”. To successful businesses, the 
global marketplace opens a huge door of opportunity, enabling them to sell 
their products and services to other countries. To inefficient businesses, it 
spells danger in the form of increased competition. Therefore, how to survive 
and succeed in the economic globalization is crucial to all companies.  
 
Today South Africa is a democratic and vibrant country of enormous diversity. 
It boasts a highly-sophisticated physical and economic infrastructure, natural 
 1
mineral and metal resources, a growing manufacturing sector, and strong 
growth potential in tourism, higher value-added manufacturing and service 
industries. 
 
South Africa is an economic powerhouse and one of the most developed 
countries on the African continent, with a gross domestic product (GDP) four 
times that of its southern African neighbours and comprising around 25% of 
the entire continent's GDP. The country contributes to the continent in 
industrial output (40% of total output) and mineral production (45%) and 
generates most of Africa's electricity (over 50%). From September 1999 to 
June 2005 South Africa's economy has been an upward phase with the annual 
economic growth rate averaged 3.5%. According to the South African Reserve 
Bank, GDP growth in the second quarter of 2005 was 4.8% (compared to 3.7% 
in 2004 and 2.8% in 2003). Therefore, South Africa is considered as a nation of 
internal and international economic promise (SouthAfrica. Info Reporter, 
2007). 
 
As a significant role player in the nation’s economy, South African wine reflects 
the colourful history and cultural diversity. With a winemaking history dating 
back more than 300 years, South Africa is one of the few countries within the 
African continent to produce wine. Jan van Riebeeck, the first governor of the 
Cape, planted a vineyard in 1655, and on 2 February 1659, the first wine was 
made from Cape grapes (Capewine, 2005). Ever since then, wine has been an 
important part of the country. According to SA Wine Industry Information & 
Systems (SAWIS) (2007), South Africa was the world's 8th largest wine 
producer in 2004, with about 3.3 per cent of the global market. Now South 
Africa's wine industry has become a developed, technologically sophisticated 
and fully modern industry. Generally, the level of viticultural and enological 
practices and research are equal to any wine producing nation. 
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The wine industry employs about 257 000 people directly or indirectly in 
farming, packaging, retailing and wine tourism. About 59 000 of these people 
are employed by wine tourism. The SAWIS, a body supplying data to the local 
wine industry, points out in a study published in 2004 (based on 2003 figures) 
that 8.2% of the Western Cape's gross geographic product was contributed by 
the wine industry, which also contributed R16.3 billion to the regional economy. 
The wine-tourism activities centred in the winelands generated R4.2 billion 
indirectly. The residents in the Western Cape would obtain a benefit of about 
R11.4 billion eventually (WOSA, 2006). 
 
Moreover the South African wine industry gains a reputation as a wine 
destination of quality by winning international competitions. South African wine 
estates make some of the best new world wines. They are obtaining increasing 
recognition in international awards bestowed upon South African wines 
(WaitroseWineDirect, 2005). Internationally, South African wines, both the red 
and white, perform well. For instance, South Africa won the honour for the best 
red wine at the Concours Mondial de Bruxelles in Belgium for 2003. Three 
South African wines are currently rated in the top 100 wines as judged by the 
American Wine Spectators Magazine (Vineyard varieties, 2007). 
 
In the past, most wine was sold through domestic wholesalers. However, with 
the opening up of foreign markets, rapidly increasing quantities of South 
African wines are being sold abroad. The top five markets for SA wine during 
December 2005—November 2006 are, in descending order, United Kingdom 
(UK), Germany, the Netherlands, Sweden and Denmark (SAWIS, 2007). 
 
Compared to 2004, total exports of SA wine increased by 5.3% to 281.8 million 
liters during 2005. Total exports of wine reached 268.4 million liters in volume 
for the twelve months period from October 2005 to September 2006, a 
decrease of 5.7% compared to the previous corresponding period. According 
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to the production and market estimates 2007 - 2011, exports are forecasted to 
decrease by 2.3% in 2006 and increase by 2.8% in 2007. World production is 
estimated to decrease by 9.1% in 2005, whereas world consumption has 
increased by 12.1% in 2004 and is estimated to decrease by 0.5% in 2005. In 
terms of production South Africa was ranked 8th in the world in 2004, with the 
2005 harvest decreasing by 11%. Wine production in South Africa decreased 
by 10% in 2005 and is estimated to increase by 9% in 2006 (Davids, 2006). 
 
Davids (2006) continues that compared to 2004, the global wine industry was 
significantly impacted by oversupply issues in 2005. A glut of wines on the 
world market can be attributed to healthy grape crushed in the key wine 
producing countries and a record harvest in Australia. It forced down prices but 
simultaneously drove volume sales. Value growth (6%) of global wine sales 
continued to exceed volume growth (2%) in 2005, however, value growth fell 
from double-digits took place in 2004 relative to the constraint on average unit 
prices. It is critical to avert weaker value growth of global wine sales by 
increasing demand in both developed and developing markets for more 
expensive, higher quality wines. 
 
In the past few years, South African wine performed well in the export market. 
However, new circumstances and challenges from both domestic and global 
markets are facing South African wine entrepreneurs. To explore more foreign 
markets and relief the pressure from oversupply and low price in the domestic 
wine market, a growing number of South African wine estates have focused on 
the fastest-growing wine market—China. 
 
Since 1994, South Africa has continued to strengthen its relations with Asia 
through increases in two-way trade and reaching co-operation agreements 
involving scientific and technological exchange, technology transfer, 
investments and overseas development assistance. Economic and trade 
 4
relations between South Africa and the People's Republic of China have grown 
rapidly since the formal establishment of diplomatic relations. 
 
Grahama (2005) states that the Chinese wine-making history dates back 212 
B.C., the commercial wineries have set up since the end of the 19th century. 
But serious production began until the economy opened up in the 1980s. The 
Chinese wine industry has undergone rapid changes and positive evolution 
since 1996. Currently China is on its way to becoming the world’s 
fastest-growing wine market. 
 
Grahama (2005) concludes further that China is currently the most potential 
wine market in terms of its largest population in the world. Chinese people 
spend 36.7% of their gross income on food and beverage averagely. As 
imported wines are more and more popular in China as healthy and 
fashionable drinks, consumption level of wines increase over 10% every year 
from 2000 to 2005, and the average expenditure on wines per year is over 110 
billion Renminbi ( RMB: Chinese currency). Statistics from China Custom, the 
amount of main imported strong drinks of whiskey increased incredibly during 
1999 to 2004, and the sales volume of vodka has doubled and redoubled. The 
market for imported wines is also large. China imported 17 billion and 782 
thousand tons of wines from January to February of 2006, which values 16 
million and 696 thousand United States (US) dollars. Compared with 2005, the 
imported volume of whiskey and wines increase 78.6% and 35% respectively. 
The Chinese average wines consumption volume is only 0.5 liter compared to 
7.5 liters of the world average level. Therefore, the overseas fine wines will find 
great business opportunities in this large potential market. As one of the 
leading wine consumption countries in Asia, China mainland in 2004, reached 
386,700,000 liters of the total volume of wine consumption. Experts predict 
that it will reach 570,000,000 liters in 2010. 
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Grahama (2005) continues with the following data from China Custom General 
Administration: 
 
? The value of wine imports increased nearly 50% and amounted to 
US$32.2 million in 2003.  
 
? The total volume and value of wine imported in the 1st quarter of 2004 
increased 46% and 25.4%, compared to the corresponding period of 2003. 
 
? In 2005, 90% of the wine consumed in China was produced by Chinese 
wineries. However, the value of imported wine increased by 43.2%. 
 
? The total volume and value of the imported wine in the 1st quarter of 2006 
reached 17,782,000 liter and US$16.696 million, increased 78.6% and 
35% respectively, compared to the corresponding period of 2005. 
 
? The China Customs recently reported that up to August 2006, over 1,000 
foreign wineries, breweries and enology technic owners have swarmed 
into China. From January to July 2006, China has imported 6,060,000 
liters wine, increased 88.8% compared with last year. 
 
Gratton and Hagel (2006) indicate that wine is now more easily accepted as a 
part of a socially and culturally sophisticated lifestyle by Chinese youth and 
middle-aged consumers with higher incomes. In general, much of the recent 
rise in wine sales can be attributed to increased consumer awareness coupled 
with increased disposable income. The huge market potential is not only 
attractive to domestic enterprises, but foreign winemakers as well. Although 
imported wines make up about 5 percent of the total wine market in China and 
domestic brands currently dominate the market, this will no doubt change as 
consumers learn more about wine and wine culture and seek higher quality 
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and more diverse wine products. In addition, foreign winemakers hold 
advantages in production techniques, brand promotion and management. 
Meanwhile, with the deepening economic and cultural co-operation between 
China and other countries, wine culture is spreading rapidly in China. This 
creates a favourable environment for foreign wines to explore the market 
(Grahama, 2005). 
 
This dynamic environment coupled with the increase in the population’s wealth 
and education should benefit the wine sector. In addition, the wine sector 
should also benefit from a drop in customs duties on wine imports from the 
current 64% to 14% in 2005 (due to the WTO entry). This tariff reduction will 
help imported wines compete in price with domestic brands (Gratton & Hagel, 
2006). Moreover, the Universal Exposition in Shanghai in 2010 will provide 
remarkable opportunities to both the domestic and foreign wine enterprises to 
participate and co-operate in the Chinese market. 
 
1.2  PROBLEM STATEMENT 
 
At present, the imported wine market in China is mainly dominated by France, 
Italy, Spain (namely Old World), California, Chile and Australia (so-called New 
World). Due to rapid growth and immense potential in this sector, many foreign 
companies are investing more and more effort and capital in the Chinese wine 
market. Compared to other countries, South Africa can equally provide fine 
wine with high quality and diversity to consumers. However, as a main wine 
producer, South Africa is lagging far behind its rivals’ performance in the 
Chinese market. Therefore, a question may be posed to South African 
entrepreneurs: why did South African wine exports not perform better and 
reach a satisfactory achievement in the Chinese wine market? This leads to 
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the main problem addressed by this research. 
 
1.2.1  Main problem 
 
What factors in the Chinese market influence wine imports from South Africa?  
 
1.2.2  Sub-problems 
 
In order to assist in solving the main problem, the following sub-problems have 
been identified: 
? What does the literature reveal to cause a rapid increase in demand for 
imported wine in China? 
? What main factors identified by the importers in China influence the sales 
of imported wine in the Chinese market? 
? What roles can the importers in China play in enhancing the sales of South 
African wine in China? 
? What marketing strategies could be applied to stimulate the sales of South 
African wine in the Chinese market? 
 
1.3  DEFINITION OF KEY CONCEPTS 
 
For the purpose of this study, the following key concepts within the context of 
the research will be defined: 
 
1.3.1  Wine and wine industry 
 
The Chambers dictionary defines wine as “an alcoholic drink made from the 
fermented juice of grapes or from other fruits or plants”. In this study, grape 
wine will be discussed and researched only. Du Plessis (1987: 48) defines an 
industry as a group of firms providing similar production processes or services. 
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Du Toit, Du Plessis and Nortjie (1981: 35) state that an industry can be a 
number of business units grouped together by a common factor, or their 
investment in the same product range. For the purpose of this study, wine 
industry is defined as all those companies that produce and market wine 
products. 
 
1.3.2  Entry barriers 
 
According to Johansson (2000: 128), entry barriers imply “any obstacle making 
it more difficult for a firm to enter a product market”. For instance, 
transportation costs, tariff barriers, non-tariff barriers (for example, slow 
customs procedures, special product tests for imports, and bureaucratic inertia 
in processing import licenses), government regulations and other subtle 
barriers such as access to specific technology and processes, component 
suppliers, distribution channels. 
 
1.3.3  Competitive advantage 
 
Johnson and Scholes (2002: 319) state that competitive advantage can 
provide customers with what they want or need, better or more effectively than 
competitors who find it difficult to imitate. 
 
Heizer and Render (1999: 36) point out that competitive advantage creates 
customer value in an efficient and sustainable way that has a unique 
advantage over competitors. 
 
1.3.4  Marketing strategy 
 
According to Ferrell (1994: 3), all marketing strategies involve selecting and 
analysing target market (the group of people the organization wants to reach) 
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and creating and maintaining an appropriate marketing mix (product, 
distribution, promotion, and price). Marketing strategy deals with designing and 
implementing marketing action in areas such as advertising, sales promotion, 
personal selling, customer service and new product development (Jain, 1997). 
 
1.4   DELIMITATION OF THE RESEARCH 
 
The research has been delimited to make the research topic manageable from 
a research point of view and to define the boundaries of the research. The 
exclusion of certain specific topics does not imply a lack of need for further 
research on them. 
 
1.4.1 Geographical delimitation 
 
In order to make this research manageable, it will be delimited to the biggest 
city in China, namely Shanghai. Although some other cities, such as Beijing, 
Guangzhou and Shenzhen also have immense potential and consumption 
scale in the imported wine market. The following reasons make Shanghai the 
most representative city suitable to conduct the research: 
 
? Shanghai is the biggest imported wine and consumption market in China 
mainland (Gratton & Hagel, 2006). Nearly all wine brands can be found in 
Shanghai, and most main importers and agents have set up their own 
trading organizations and offices in this city. From this point, Shanghai can 
provide an integrated sample to this research. 
 
? Shanghai is the most economically developed area among other inland 
cities with higher standard of living and stronger purchasing power. More 
and more citizens in Shanghai regard wine consumption as a part of their 
daily life and possess preferable wine awareness which will facilitate the 
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data collection. 
 
? Shanghai is an international metropolis, as well as a seaport which 
accepts foreign things more easily and quickly. This will make the market 
survey regarding foreign wine more feasible and effective. 
 
1.4.2  Wine industry 
 
The word “wine” for “jiu” in Chinese is used for a broad range of alcoholic 
beverages, not just grape wine as defined in the Western context. It implies 
beer, strong beer (sake), grape and other fruit juice, rice and other wheat 
'wines', a large variety of distilled products, medicinal wines, etc. As the main 
research objective, wine and wine industry in this study are restricted to 
grape-based wine as described in the Western context and the relevant wine 
businesses group. 
 
1.4.3  Importers 
 
The research will focus on and be limited to the authorized wine importers in 
Shanghai which introduce imported wine to the Chinese market through legal 
channels. 
 
1.5   ASSUMPTIONS 
 
The following assumptions were raised in this study: 
 
? The current foreign policies of China would not change during a 
considerable term, including foreign trade and diplomatic policies. 
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? No vital events (For example, war, natural disaster, economic collapse that 
could result in a sharp decline of wine imports in the Chinese market.) 
would happen in China in a future period.. 
 
1.6  OVERVIEW OF RELATED LITERATURE 
 
Gratton and Hagel (2006) in the GAIN Report state that Shanghai is the largest 
market for imported wine in China. According to Shanghai Customs, in 2005, 
Shanghai imported US$75 million worth of wine from global winemakers. 
Shanghai is now becoming the up-and-coming financial center of Asia and the 
keystone to massive foreign investment in the Yangtze River delta with a 
clutch of exclusive five-star restaurants, wine bars, boutiques and 
supermarkets that sell imported wine to foreigners and increasingly to locals as 
they become more educated about wine. Shanghai residents with the highest 
per capita disposable income in China are more inclined to try new foods and 
flavors than other parts of China and lead the nation in food and restaurant 
trends. Meanwhile, Shanghai consumers prefer U.S. wines’ fruitier, fuller flavor 
in blind taste tests even though French and Italian wines have been in the 
market for years and enjoy high brand recognition. With relatively low per 
capita consumption of domestic wines, and even less of imported wines, in 
combination with the country’s rapid economic growth and emergence of a 
middle class with global consumer tastes, this large market has room for 
growth. Winemakers need to have the patience and perseverance to market 
their wines over the long-term. 
 
Buckalew (2005) points out that China has over 500 wineries in operation, 10 
or so of which are major producers. Four state-owned companies (Dynasty, 
Changyu, Great Wall and Tonghua) control about two-thirds of the market. 
Domestic brands dominate the mass market in Shanghai and utilise low retail 
price to make them attractive choices for consumers who can not afford 
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imported wine. Imported bottled wine sets the standard for the high-end market. 
The competition among exporting countries for the limited high-end market is 
fierce, with France and Australia in the lead. The largest market in Shanghai 
for imported bottled wine is the hotel and restaurant industry, including 
nightclubs targeting Shanghai’s middle and upper classes. The greatest 
potential consumer group is young-to-middle-age Chinese with higher incomes 
who drink wine in high-end hotels, restaurants, clubs and bars. Nowadays, in 
China wine is associated with sophisticated western culture, the social elite 
and good health. While this positive image of wine has been popularized. 
However, wine education on how to appreciate fine wine has not matched this 
trend due to the government’s very loose regulation on appellation and grape 
varieties, which results in Chinese wine labels being less meaningful to 
consumers. At present, the local Chinese purchase wine largely for two 
purposes: banquet dinner and gifts. The Chinese government has advocated 
consuming red grape wine instead of strong spirits in attempts to improve 
health and reduce levels of drunkenness. About 80 percent of the wine 
consumed in Shanghai and across China is red wine. To succeed in the local 
market foreign exporters need to find good importers or distributors and 
promote their product for a high quality and prestigious image, with which the 
consumers’ purchase behavior is strongly linked. Foreign wineries that are 
from a particular regional appellation are encouraged to work together to 
establish a market image for that region. In other respects, tariffs, labeling 
requirements, distribution, building relationships with buyers and counterfeiting 
must be carefully considered by foreign wineries in exporting wines to 
Shanghai. 
 
Kevany (2007) indicates that the biggest problems in the Chinese wine market 
for foreign wine traders are long payment cycles, aggressive local wineries, 
large scale counterfeiting of wines, as well as lack of adequate distribution and 
storage facilities. South African wines deemed to be known as “cheaper” lacks 
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the government' s supports and the country' s flagship ultra-premium range is 
not well known. 
 
BusinessVictoria (2007) states that wine consumption in China has grown 
steadily since the 1990s and the potential wine market is large. To succeed in 
this market, Victorian companies in the first steps need to understand the 
unique characteristics of the market and establish relationships with 
experienced local importers or agents. Wine now is regarded as a healthy, new, 
low-cost alternative to traditional drinks such as Chinese spirits. Drinking wine 
is linked to a strong, social status. An expanding middle class, rising incomes, 
a growing interest in Western lifestyle and tastes, and better wine education 
contribute to the rise in wine consumption. Red wine accounts for 80% of all 
wine consumption (red is perceived as healthier and the colour for good luck). 
While white wine especially in south China is also increasing. A huge growth 
potential is anticipated in terms of only 0.3 liter per capita consumption of wine, 
and the wine market potential is around 5-10 percent of the population 
(approximately 60-130 million consumers in coastal cities). For Victorian 
winemakers, patience and commitment to market their products over the long 
term in China is needed.  
 
BusinessVictoria (2007) continues that wine is mainly sold in hotels, bars, 
supermarkets and trendy restaurants. Meanwhile, wine retail stores are 
becoming increasingly popular. The largest target markets are 18-45 aged 
consumers with higher incomes. A reasonable price (around HKD$150 a bottle) 
is preferred by Hong Kong customers. The most popular grape is Cabernet 
Sauvignon (40 percent in 2003). Merlot and Cabernet Franc each share 
around 10 percent of the market. Foreign wines dominate the high-end market 
in China, and fierce competition is among foreign suppliers. France dominates 
Chinese and Hong Kong imported wine market with around 42 percent of total 
volume in 2004, Australian wine came second (22 percent) with popularity due 
 14
to its quality, variety, good pricing and wide promotion led by government and 
local importers. Chinese perceive Australian wine as an economy product. 
Other countries include the USA (11.3 percent), Chile (11.3 percent), Spain 
(6.6 percent) and Italy (5.6 percent).  
 
Finally, BusinessVictoria (2007) points out that the wineries offering 
value-for-money products could be the big winners in the Chinese market. 
Although tariffs have dropped dramatically over the past five years, imported 
wine is still expensive due to value-added and consumption taxes (making up 
50 percent of the total cost). Labeling requirements are getting more rigorous 
on imported wines. In China, distribution through on-trade (clubs, pubs, bars) 
account for around 70 percent of wine sales, but off-trade (supermarkets, 
discounters, direct sales) sales are increasing because of cheaper prices. 
Chinese distribution channels are more confined and it is quite complex to get 
an import license. Foreign suppliers are not advised to make exclusive deal 
with single Chinese importer as the Chinese market is too large for just one 
distributor to cover. The domestic brands still dominate the large, 
price-sensitive market segment, and imported wines (retailing between 
A$16-65) share a much smaller market percentage. Over half of red and white 
wine are sold at under RMB50 per liter, and the sales of mid-range wine 
(RMB50-90/liter) is growing due to higher consumer disposable incomes and 
better wine education. Premium wine (RMB90/liter) is mainly sold to 
expatriates and wine aficionados with 10 percent of total volume sales. By 
shipping bulk wine and bottling in China, import prices and costs can be greatly 
reduced. Finally, Victorian wineries are suggested to get assistance from 
Victorian government to promote their wines as value for money through 
tourism, media and consumer outlets. In addition, a good importer or agent will 
be vital in promotion, arranging visits to buyers or participation in trade shows 
and tastings. 
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1.7  THE SIGNIFICANCE OF THE RESEARCH 
 
There is no doubt that the wine industry plays a major role in the South African 
economy. Approximately 257 000 people are employed both directly and 
indirectly in the wine industry which contributes R16.3 billion and 8.2% to the 
Western Cape's gross geographic product. About R11.4 billion eventually 
would remain in the Western Cape to the benefit of its residents 
(wineyardvarieties, 2007). In general, a stable and increasing wine exports 
implies more revenue and job creation for a nation’s wine industry. To extend 
wine exports to China, the South African exporters urgently need the relevant 
information and study about the situation and characteristics of the wine 
market in China to make the entry to this market more effectively and less 
riskly. 
 
On the other hand, due to the dramatic increase in the imported wine market in 
China, more and more importers who intend to introduce South African wine to 
the Chinese market need to comprehensively understand the advantages and 
disadvantages of South African wine in order to choose proper marketing 
strategies. 
 
For the abovementioned reasons, the research could provide the following 
theoretical and practical values: 
 
? Assist South African wine entrepreneurs to better understand the Chinese 
market and identify opportunities and risks. 
 
? Enable South African wine exporters to realize their advantages and 
disadvantages. Formulate certain competitive advantages. 
 
? Scarcely any relevant studies can be found in this field so far. Hence, the 
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research can provide first hand market data and information to the South 
African wine exporters and wine importers in China. 
 
? Facilitate the importers in China to acquire a comprehensive 
understanding of South African wine and develop proper marketing 
strategies. 
 
1.8   RESEARCH METHODOLOGY 
 
Research is a systematic process of collecting, analysing, and interpreting 
information (data) in order to increase our understanding of the phenomenon 
about which we are interested or concerned (Leedy & Ormrod, 2005: 3). 
 
To enable the researcher to solve the main and sub-problems, the following 
research methods were used in this study: 
 
1.8.1  Literature review 
 
A literature study was undertaken to identify any previous studies related to 
this research topic. Furthermore, a conceptual framework for this study could 
be achieved by referring books, journals, internet and electronic databases. 
 
1.8.2  Empirical study 
 
1.8.2.1  Research approach 
 
According to the nature and conducted mode of this research, a quantitative 
approach was selected. A survey, as the most appropriate data collection 
method, was utilised in this research. 
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1.8.2.2  Measuring instrument 
 
Based on information gathered from the literature study, a comprehensive 
questionnaire was designed as the measuring instrument to collect the primary 
data. To reduce the survey cost and obtain rapid data collection, the 
questionnaire was delivered to the demarcated population by e-mail. 
 
1.8.2.3  Sampling and sample size 
 
According to Cooper and Schindler (2003: 190), when considering sample size 
larger is usually better. Saunders et al (2003: 155) state that the larger the 
sample size, the lower the error in generalising to the population. Saunders et 
al (2003: 151) further point out that it is possible to survey the entire population 
when it is of manageable size. 
 
A recent industrial survey indicates that there are currently 29 wine importers 
or agents in Shanghai (Canada in China, 2006). In consideration of the above, 
the entire 29 wine importers or agents in Shanghai were surveyed in this study. 
 
1.8.2.4  Data analysis and findings 
 
The primary data from the questionnaire was interpreted by a professional 
statistician. Furthermore, the result of data analysis and the findings from 
literature review were integrated to draw the relative conclusions to the main 
problem and sub-problems. 
 
1.8.2.5  Integration of the study 
 
The results of the literature review and the empirical study was integrated to 
develop conclusions and recommendations for South African wine 
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entrepreneurs and other wine marketers. 
 
1.9   PROPOSED PROGRAMME OF STUDY 
 
The dissertation is structured as follows: 
 
Chapter 1  Introduction, problem statement and definition of concepts 
 
This chapter will describe the background of the topic, the main problem and 
sub-problems. Definition of key concepts, delimitation of the research, 
assumptions and overview of related literature follows. The significance of the 
research and research methodology will also be discussed. 
 
Chapter 2  The wine industry and market in China 
 
This chapter will state the current situation, trends of development and 
potential in the wine market in China and South Africa, reveal the reasons to a 
rapid growth for imported wine in China and necessity to enter the Chinese 
market for South African wine exporters. 
 
Chapter 3  The factors that influence imported wine entering the 
Chinese market and entry strategies 
 
In this chapter the main factors which influence imported wine entering the 
Chinese market will be studied through textbooks, journals, databases, 
internet and relevant government reports. The entry modes and marketing 
strategies will also be discussed by means of a literature study. 
 
Chapter 4  Research methodology and design 
 
 19
The research methodology and design used for conducting the empirical study 
and methods will be described. A theoretical explanation will be included to 
justify the research methodology and design used in this study. The 
questionnaire development and administration is also explained in details. 
 
Chapter 5  Analysis of the empirical study and interpretation of data 
 
The data from the empirical study will be analysed by means of appropriate 
statistical method and interpreted in order to acquire the results from the 
empirical study. 
 
Chapter 6  Findings, conclusions and recommendations 
 
In this chapter the findings from the empirical study and the literature review 
will be integrated in order to draw conclusions and recommendations for South 
African wine entrepreneurs and other wine marketers to utilise appropriate 
marketing strategies in China. 
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CHAPTER 2 
 
THE WINE INDUSTRY AND MARKET IN CHINA 
 
2.1  INTRODUCTION 
 
With over five thousand years of uninterrupted history and civilisation, China 
has formed a unique culture and tradition which has been unkown to the rest of  
world, mainly due to a long history of ‘closed’ policy and language barrier. In 
most cases, the Chinese culture differs from what foreigners think. This is also 
the case in Chinese wine culture. For example, the Chinese word ‘jiu’ which is 
translated to wine in English refers to all types of alcoholic beverages, such as 
Chinese traditional white liquor (bai jiu), beer (pi jiu), grape wine (putao jiu), 
medicinal liquor (yao jiu) and a large variety of distilled products 
(Shanghaifinance, 2003). The word ‘Jiu’ is the Chinese term for all alcohol 
beverages, it implies white liquor (bai jiu), grape wine (putao jiu), beer (pi jiu) 
and other liquors, Chinese people refer to them interchangeably. This is one of 
the most important characteristics of the Chinese wine industry (Selina, 2006). 
In this study, wine is therefore regarded as grape-based alcoholic beverage 
only in order to avoid causing possible confusion to readers. 
 
In this chapter, to help wine traders and entrepreneurs acquire the right 
perspective about the wine market in China, the Chinese alcohol and wine 
history is firstly reviewed to provide a better understanding of alcohol and wine 
development in China. This is followed by a summary of the current wine 
market and industry in China with their scale, growth potential and developing 
trends. Finally, an overview of South African wine industry is provided so that 
readers can be aware of the status quo of South African wine. 
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2.2  THE HISTORY OF CHINESE ALCOHOLIC BEVERAGES 
 
Stories about alcohol can be found in almost every period of China's long 
history, however, it is hard to trace definitively the earliest discovery and origin 
of the alcoholic beverage from fermented grain in China. Most people believe 
that Chinese alcohol has about four thousand years history. A legend said that 
Yidi, the wife of the first dynasty's king Yu (about 2100 BC) invented the 
brewing method. At that time millet was the main grain used to make the 
so-called "yellow alcohol", and later rice became more popular 
(Shanghaifinance, 2003). 
 
Eijkhoff (2000) states that there are various legends regarding the origin of 
wine in ancient Chinese books, but most of them are probably not credible in a 
historical sense. One of these legends is “Tu Kang makes wine”. Although folk 
legend regards Tu Kang, who first made alcohol, as the God of alcohol, such 
legends nevertheless possess a folkloric significance and should not be 
ignored. From the Shang dynasty of the 18th century BC to the 11th century 
BC, the use of grain to make wine had become widespread. Many records of 
Shang-era people worshiping their ancestors with alcohol can be found from 
inscriptions on bones and tortoise shells as well as bronze ware. Drinking 
alcohol was very popular at the time. The recent archaeological excavations 
also provide evidence by the discovery of a Shang-era winery site. 
Subsequently, medicinal liquors were made by fermenting the medicinal 
ingredients or soaking the medicinal ingredients in alcohol and then using 
distillation techniques. Up to now, a variety of medicinal liquors are still being 
broadly used in Chinese people’s daily life.  
 
Eijkhoff (2000) continues that during 1500 BC, ordinary beer, with an alcohol 
content reaching perhaps 4 or 5 per cent, had been mentioned as a kind of 
tribute in early bone inscriptions. By the 11th century BC, strong beer (sake) 
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was made in China and then introduced to Japan. It was at least three times as 
strong as ordinary beers owing to the well established fermentation process 
during that period. It was also found that the alcohol content could be raised by 
continually adding more and more cooked grain in water to the brew as the 
fermentation proceeded. Whereas in the West, no beverage attained an 
alcohol content of more than about 11 percent (achieved by some wines) 
before distilled alcohol appeared. In the 2nd century BC, alcoholic drinks made 
from grapes emerged in some areas of China according to the textual 
evidence, but much less such grape-based alcohol was distilled into strong 
spirits similar to brandy in the 7th century AD. The development of Chinese 
alcohol-making techniques sped up after the 3rd century AD. Using different 
grains to produce yeast in different areas of the nation, not only led to an 
increase in the varieties of alcohol, but also indicated progress in the 
technology of yeast production. Such a tradition of grain-fermented alcohol is a 
particular feature of Chinese alcohol production. 
 
2.3  THE HISTORY OF CHINESE WINE 
 
According to Reiss (2006), China has a history of six thousand years of grape 
growing, and a history of two thousand years of wine making. It was not until 
this century that Chinese wine was recognised in the West. 
 
The grape cultivation in China can be traced to the Han Dynasty (206 BC). It 
remained too restricted to become a grape wine culture (Kotler, 2002). Only 
within the last couple of decades, has China been capable of producing and 
distributing mass volumes of still wine (Lagos & Zhang, 2004). 
 
Eijkhoff (2000) points out that China has a history of grape growing dating back 
to the Han Dynasty (206 BC) and of grape wine-making dating from the Tang 
Dynasty (618-907 AD). The wild vine species, or 'mountain grapes', were 
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already used for wine, namely Vitis thunbergii and Vitas filifolia, before the 
envoy and traveller Chang Chien brought good wine grapes (Vitis vinifera) 
back with him from Bactria about 126 BC. 
 
The historical documents show that some grape seeds were brought to China 
from Uzbekistan by general Chang Chien during the Han Dynasty between 
121- 136 BC and planted in Xinjiang and Shaanxi provinces. Certain amounts 
of grapes were introduced from Tashkent to make wine. The wine making can 
date back as early as the 7th century AD (Foodreference, 2006).  
 
According to Canadian Embassy (2003), wine was quite precious during the 
Eastern Han Dynasty (25-220 AD). However, the basic grape wine making 
process was simpler than that of rice alcohol, and the seasonal limitations of 
the grapes compared to year-round availability of grains limited the spread of 
wine production. Conseqently, the Han Dynasty was unable to develop the 
wine industry in a significant way and, after the Han Dynasty (220 AD), wine 
production disappeared in the heartland of China. 
 
Canadian Embassy (2003) continues that after 400 years grape wine again 
became popular in then China's capital at the beginning of the Tang Dynasty 
(618-907 AD). Wine-making techniques were learned from the western region 
and the emperor himself made wine in the Imperial Palace and awarded a 
variety of wine to aristocrats. Gradually, people in the capital city began to 
enjoy wine and many famous poets wrote poems in praise of wine. 
Subsequently, The scale of wine production in China reached its highest point 
during the Yuan Dynasty (1271-1368). The rulers, the Mongols, in that era 
were very fond of wine, and stipulated that people must use wine when they 
offered a sacrifice at a temple. The wine producing regions extended from the 
traditional wine centre of Xinjiang province to Taiyuan in Shanxi province and 
Nanjing in Jiangsu province. 
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Canadian Embassy (2003) finally indicates that wine once again disappeared 
from China after the Yuan Dynasty for a long time, until in the later Qing 
Dynasty (1644-1912) when some wine was imported into China from Europe. 
In 1892, Zhang Bi Shi, a government employee, established a vineyard and 
winery called Chang Yu Wine Company in Yantai of Shandong province after 
returning from a foreign posting. He planted vineyards using Welschriesling 
from Austria, and employed the Austrian consul as his winemaker. This was 
the first large scale modern winery owned by Chinese. After the founding of the 
People's Republic of China in 1949, the grape and wine industry introduced 
varieties of vines from Eastern Europe during the1950's and early 60's, but 
large scale production did not begin until the last 10-20 years. 
 
Foodreference (2006) adds that after 1949 the government gave much 
attention to wine production, however, its winemaking has been limited in 
scope and developed along a different way compared to the European wine 
tradition. This situation improved in 1979 when China opened up to the rest of 
the world and conducted a series of reform policies. The government 
encouraged foreign investment in the wine industry, after that some western 
companies established wineries or joint ventures in China. Among them are 
Cognac giant, Remy Martin, Seagram of America, Pernod-Ricard and so on. 
These companies all imported advanced vinification equipment, European 
vinifera vine cuttings, and foreign oenologists to produce the first 'western 
style' grape wines, suitable for both domestic and export markets. The 
state-owned wineries are slowly following their examples. 
 
2.4  THE ALCOHOLIC BEVERAGE MARKET IN CHINA 
 
The alcoholic beverage market in China is huge and diverse. It consists of 
various alcoholic drinks including, not only the domestic products, but the 
imported ones as well. Each category is playing different role in the market. 
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2.4.1  General classification of the alcoholic beverages in the Chinese 
market 
 
In current China market, the alcoholic beverages can be generally classified as 
the following: 
 
? Chinese white liquor (bai jiu). Such liquor is brewed from grains such as 
rice or wheat, and they contain more than 30% alcohol in volume since 
they have undergone distillation. They are also commonly called shaojiu, 
which means "hot liquor" or "burned liquor", because of the burning feeling 
in the mouth during consumption (Shanghaifinance, 2003).  
 
? Chinese yellow liquor (huang jiu). Liquor of this type is mostly made from 
grains, and it contains less than 20% alcohol. Yellow liquor can also be 
distilled to produce strong liquor (Shanghaifinance, 2003). 
 
? Beer (pi jiu). Includes variety of the domestic products and the imported 
ones. 
 
? Wine (putao jiu). Being produced according to the western standards from 
the domestic wineries and foreign ones. 
 
? Imported distilled spirits. Includes brandy, whisky, vodka and so on. 
 
? Medicinal liquor (yao jiu). Such liquor is made by soaking specially chosen 
medicinal materials into white liquor or yellow liquor for a long required 
time to create medical or sanitarian effects. 
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2.4.2  Overview of the alcoholic beverage market in China 
 
Eijkhoff (2000) states that China's alcoholic beverage market is dominated by 
homemade products. The market is so diverse and extremely fragmented that 
different regions have different market size and potential, and the famous 
brands are quite limited. The main segments of this market are respectively 
listed as the following: 
 
? spirits are the largest segment by value in China's alcoholic beverage 
market. The majority of spirits sold are produced domestically, including 
Chinese white liquor and yellow liquor. Many products have regional 
characteristics and popularity. In 1995, China consumed 11.7 liters of 
spirits per capita as one of the top consumers of spirits in Asia. The 
southwest and northern regions of China predominantly consume regional 
spirits, and China's southern rural areas are more favourable to yellow 
liquor. However, major southern urban areas, such as Shanghai, have 
seen sales of regional spirits drop 10% annually since 1993. Imported 
spirits develop fast but hold a very small segment of this market. Six types 
of imported spirits have shown growth rates above 20%. This growth is 
expected to continue, but until the large price differentiations are reduced, 
imported spirits will have difficulty in displacing domestic competitors. 
 
? China’s beer market is developing rapidly and it is expected to become the 
world's largest beer market in the near future. Beer brewery can be found 
in most Chinese cities. Beer popularity and consumption are growing fast 
throughout the country. Beer sales increased on average 15-20% over the 
past nine years. Domestic production has grown substantially and 
dominated this market, but due to a poor distribution network and the vast 
size of the country, very few beers have a large national market share, 
although most brands may be dominant in various particular regions. Local 
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brands account for 95% of all beer consumed in China. Tsingtao, the 
largest Chinese beer brewery, holds less than 3% of the market, and the 
top ten brewers amount to only 14% of total production. Foreign licensed 
brands make up 4%, and imported premium brands mostly from the US 
and the EU account for the remaining 1% of beer volume. 
 
? Wine is a very small segment in China’s alcoholic beverage market, but it 
is growing rapidly. China was ranked as the world's 10th-largest light wine 
consuming nation in 2005, and is on its way to become the world's 
fastest-growing wine market with consumption growth far higher than 
global rates. China has about 500 wineries in operation, with the top 10 
Chinese producers making around 10-12 million liters of wine annually. 
The rest producers are small scale producers. The Chinese domestic wine 
brands take up more than 95% of the wine market, imported wine accounts 
for only 5 percent of the Chinese market. In 2005, China's total grape wine 
output reached 434.3 million liters, up by 25.4% over the year of 2004. The 
whole wine market grew to reach a value of US$4,117.3 million, and the 
wine industry registered 1.256 billion yuan (US$156.45 million) net profit 
during the same period, up 58.68% over 2004, higher than the growth rate 
of the liquor industry (25.69%) and the beer industry (24.99%). Currently, 
China's grape wine market has been monopolised by such domestic 
producers as Great Wall, Changyu and Dynasty. The market shares of the 
three giants are as high as 52%, with the asset shares reaching 38% of the 
industry and the sales revenue even amounting to 56% of the total. Each 
of them has their own advantageous market. In the important grape wine 
consumption market of southern areas, their market shares exceeded 50% 
in total. In the imported wine market, France, the traditional market leader, 
still dominates Chinese and Hong Kong wine imports (approximately 42 
percent of total volume in 2004). But Australian wine has gained in 
popularity and was second after France in the total volume of imports in 
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2004 (22 percent). Other countries included the USA (11.3 percent), Chile 
(11.3 percent), Spain (6.6 percent) and Italy (5.6 percent). 
 
? The market segment for imported distilled spirits is controlled by French, 
American, British and Scotch products such as Remy Martin, Hennessy,  
Martell, Jack Daniel's, Chivas, Royal Salute, and Ballantine's which have 
high brand prestige and loyalty in the Chinese market.   
 
According to Lagos and Zhang (2004), China has an enormous alcoholic 
beverage market and become one of the biggest beer consuming nations in 
the world. From 2000 to 2003, the total sales of beer increased from RMB 
124.7 to 150.4 billion, while wine sales rose from RMB 49 to 61.1 billion and 
held a relatively smaller market share. In contrast, the market share of spirits 
declined gradually in the same period. The wine and beer sector made up 
approximately 53% of all beverage sales in China in 2003 (see Table 2.1). 
 
Table 2.1: Total beverage sales in China 
 
 
Source: Lagos & Zhang (2004) 
 
2.5  THE GRAPE WINE MARKET IN CHINA 
 
Although China has a long history of alcohol making and drinking, the 
commercial wineries were established since the end of the 19th century, and 
 29
wine production has only evolved into a serious industry in the past two 
decades. In such a result, the wine industry and market are still in its infancy 
(Australian wine and brandy corporation, 2005). However, China's wine 
industry has the world's highest rate of annual increase in this domain. The 
annual increase rate of wine market in China is more than 10%, while the 
world's increase rate is somewhere around 1%. Therefore, wine industry is 
also called the sunrise industry in China (Qu, 2006). 
 
2.5.1 The domestic wine industry 
 
Currently, China’s wine industry is growing rapidly. At the same time, all 
domains of the industry are also changing enormously and forming the future 
structure of wine production in China. It is advisable for wine enterprises to pay 
close attention to these domains in their strategy-making process. 
 
2.5.1.1  Hectares under vine 
 
China is currently the 6th leading operator in terms of surface under vine and 
wine production. The grape-growing area increased 40 percent between 1997 
and 2002 and was expected to grow at an annual average of 12 percent 
through 2007. China had about 461,127 acres land planted with grapes in 
2002 (AgExporter, 2004). 
 
China is one of the fast developing wine producing countries in the world with 
359,000 hectares of vines and 3,34 million hectoliters in volume (China Wines 
Information Website, 2006). 
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2.5.1.2  The grape varieties 
 
Among a variety of grapes, Cabernet Sauvignon, Cabernet Franc, Cabernet 
Gernischet, Muscat Hambury, Dragon Eye, Chardonnay, sauvignon blanc, 
Riesling, Rkatsiteli and Merlot are some of the most popular grapes which are 
planted to make low alcohol, medium to light bodied wines (Foodreference, 
2006). Cabernet Sauvignon is the most popular grape (40 percent in 2003). 
Merlot and Cabernet Franc each share around 10 percent of the market. 
(BusinessVictoria, 2007). 
 
Table 2.2 represents grape varieties grown in China and their introduction year. 
 
Table 2.2: Wine varieties 
 
 
Source: Lagos & Zhang (2004) 
 
Summer (2006) predicts that there will be good prospects in the grape planting 
in China as listed in the following: 
 
? The grape planting area will increase and sustain a steady growth over the 
next few years. 
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? The west and the Bohai coastal areas will be the main growing regions for 
the majority of wine grapes. 
 
? The diversification will be a trend of grape production. More varieties such 
as Muscat blanc, Muscat ottonal will be planted in the specific areas. 
 
? Improvement of the quality of the wine grape is the most important task in 
the future following the low quality domestic wine is facing huge pressure 
from the high quality imported wine. 
 
2.5.1.3  The grape growing regions 
 
The main grape growing regions in China are Shandong, Xinjiang, Liaoning 
and Henan province which together represents 60% of the production area 
and 70% of the output. The others are small scale areas such as Shaanxi, 
Shanxi and Hebei province (Eijkhoff, 2000). 
 
2.5.1.4  The production scale 
 
China was the world's sixth-biggest wine producer in 2006 with about 500 
wineries in operation, and wine production accounted for about 4.3 percent of 
world wine output (Ling, 2006). 
 
China’s wine production in 2002 was over 300,000 tons, nearly 13% higher 
than that of previous year. In 2005, the domestic wineries produced a total of 
434,000 tons of wine, 25.2% more than that in 2004. Furthermore, the total 
wine output was expected to reach 500 million liters in 2006 (Summer, 2006).
 
The top wine-producing provinces are Shandong and Hebei in North China 
and Xinjiang in the far west (AgExporter, 2004). According to China Wines 
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Information Website (2005), the main wine-producing zones in China 
concentrate in four main regions: 
 
? The region around Bohai, which includes the provinces of Shandong, 
Hebei, Liaoning, Tianjin and Beijing. 
 
? The region around the ancient Yellow riverbed, which includes the 
provinces of Shanxi (Capital: Taiyuan), Gansu, Ningxia, Shaanxi (Capital: 
Xi'an), Henan and Anhui. 
 
? The region of Shihezi and of Tulufan in Xinjiang. 
 
? The Mile region in the Yunnan province. 
 
2.5.1.5  The main wine producers 
 
At present, only a dozen of the 500 wine enterprises produce more than 10,000 
tons per year, most of them are of medium size and small size (Qu, 2005). 
Changyu, Great Wall, Tonghua and Dynasty are the top four wineries with 60% 
of the total market share. Changyu accounts for 19.30 percent, Great Wall 
17.34 percent, Tonghua 14.17 percent, and Dynasty 10.51 percent (Jinwei, 
2006). 
 
Canadian Embassy (2003) describes the leading two wine producers as 
follows: 
 
? Changyu: in Yantai of Shandong province, the largest wine manufacturer 
of Asia, with 4,000 employees, total assets of 2.29 billion RMB, annual 
capacity of 80,000 tons. Products are exported to Malaysia, America, 
Holland, Belgium, Korea, Thailand, Singapore, Hong Kong and elsewhere. 
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? Great Wall: established in 1983, possibly China's best known brand, 
located in Zhangjiakou of Hebei province, owning a 750,000 m² vineyard at 
Shacheng. Total production is about 50,000 tons per year, consisting of 
seven different types. Of this about 1,500 tons are exported annually, just 
under 50% of China's total wine exports. 
 
China Daily (2004) reports that China's wine companies could be divided into 
three groups. The first group includes the leading brands, such as Changyu, 
Great Wall and Tonghua with a relatively high market share and better brand 
loyalty. 
The second group consists of leaders in a specific market, each of them has a 
smaller market share but high brand loyalty. For example, Dynasty mainly 
targets high-end wine market and controls some 40 percent of this market. 
The third group is formed by the "followers" which have little market share and 
only a small base of loyal consumers. At present, most of the domestic 
producers belong to this group. 
2.5.2 The status quo of the wine market in China 
 
The wine market in China is developing rapidly and attracting a large number 
of companies competing in this market. However, wine consumption in China 
is still in its preliminary stages (Hertzfeld, 2006). Undoubtedly, some unique 
phenomenas in the wine market make it necessary for the participants to 
familiarise various aspects of this market. 
 
2.5.2.1  The market size and value 
Datamonitor (2006) states that China’s wine market grew by 6.6% in 2005 to 
reach a volume of 385.3 million liters, and the compound annual growth rate of 
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the market volume in the period 2001-2005 was 7.2% (see Table 2.3). In 2010, 
the market is forecast to have a volume of 496.9 million liters, an increase of 
29% since 2005.  
Table 2.3: China wine market volume, 2000-2005 
 
Source: Datamonitor (2006) 
The total value of retail wine sales in China is disputed. Estimates range from 
US$1.25 billion to over US$7 billion in 2005 (Kreamer, Gratton & Hagel, 2006). 
In 2004, the China’s wine output was 367,000 tons, the sales revenue of the 
wine products was RMB 7,434 billion, and the profit was RMB 845 million, up 
by 14,7 percent, 17,06 percent and 12,07 percent respectively compared with 
the same period of the previous year. From January to June, 2005, the sales 
revenue of the wine products was nearly RMB 4,2 billion and the sales volume 
was about 205,000 tons , up by 20 percent and 17,14 percent respectively 
compared with the same period of the previous year (He, 2006). 
 
Still red wine is the most significant product within the overall wine market in 
China, representing a total retail sales value of RMB 8.92 billion (US$1.1 billion) 
in 2006, out of a total market value of RMB 11.46 billion (US$1.44 billion) 
(Researchandmarkets, 2006). 
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Datamonitor (2006) points out that China’s wine market generated total 
revenues of US$4,117.3 million in 2005, and the compound annual growth rate 
of the market in the period 2001-2005 was 6% (see Table 2.4). 
Table 2.4: China wine market value, 2001-2005 
 
Source: Datamonitor (2006) 
 
2.5.2.2  The market share 
 
At present, the domestic wine brands dominate more than 90 percent of 
China’s wine market, and imported wine made up only 5.6 percent of the 
market, or some 23.7 million liters in 2005 (Vinexpo, 2007). 
 
China Daily (2004) reports that the top 10 brands in the market are all owned 
by Chinese wine producers. The top four brands are Changyu, Great Wall, 
Tonghua and Dynasty. Their total market share is about 60 percent, with 
Changyu accounting for 19.30 percent, Great Wall 17.34 percent, Tonghua 
14.17 per cent, and Dynasty 10.51 percent. The top two brands Changyu and 
Great Wall perform successfully in the major regions of China. Tonghua, 
Dynasty and China Red hold a large market share in northern China's major 
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cities, such as Beijing, Tianjin, Jinan and Qingdao. Tonghua and China Red 
sell well in their producing origins. Tonghua controls 45.17 percent of the 
Northeast China market. Dynasty leads the wine market in East China's major 
cities such as Shanghai, Hangzhou and Suzhou. In southern regions, 
consumers prefer Great Wall which holds 31.48 percent of the total regional 
market, over 10 percentage points higher than Changyu. The top eight brands 
in the wine market enjoy similar high brand loyalty: Changyu with 56.7 percent, 
Great Wall 72.6 percent, Tonghua 68.7 percent, Dynasty 56.3 percent, 
Weilong 48.3 percent, China Red 50.9 percent, Qingdao 43.9 percent, and 
Baiyanghe Dry Wine 40.7 percent. 
 
China Wines Information Website (2006) states that sales of still red wine 
currently make up almost two-thirds of total grape wine sales, and Euromonitor 
expects this to increase to over 70% of wine sales by the end of 2009. Despite 
white wine now represents just over a quarter of total wine sales, it is more 
popular in South China than elsewhere, perhaps because of the higher profile 
of seafood in the regional diet, and increasingly among women. Rosé accounts 
for just under 10% of total sales. Sparkling wine is much less popular and 
under one percent of total sales by volume. Imported wine is generally 
estimated to account for no more than 5% of total wine consumption and 
mostly sold in the higher income and more internationalised major cities on the 
southeast coast, particularly Shanghai, Guangzhou, Shenzhen and Beijing. 
Among China’s wine imports, bulk wine accounts for the majority. According to 
China Customs statistics, 84% of total imports in 2004 was bulk wine. Many 
large domestic winemakers are importing bulk wine to maintain their share of 
the rapidly growing market. 
 
According to Datamonitor (2006), China accounted for 30.6% of the 
Asia-Pacific wine market's value. Fortified wine proved the most lucrative in 
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2005, accounting for 63.1% of China's wine market's value. In comparison, still 
wine generated 31.7% of the market's overall value (see Figure 2.1). 
 
Figure 2.1: China wine market segmentation by value, 2005 
 
Source: Datamonitor (2006) 
 
2.5.2.3  The wine consumption 
As the world's 10th-largest light wine consuming nation in 2005, the people of 
China will drink 558 million liters (145 million gallons) in 2010. Chinese 
consumption grew from 335 million liters in 2001 to 410 million liters in 2005, 
putting the economically-booming country on course to overtake Romania as 
the world's ninth-largest wine market by 2010, according to a study 
commissioned by France-based wine trade show organisers Vinexpo (Vinexpo, 
2007). 
Vertumne International & Associés (2004) points out that since the late 1990’s 
China’s wine consumption has been continuously increasing. The per capita 
consumption of wine rose from 0.19 liters in 1997 to 0.29 liters in 2002, 
representing a 53% increase (see Table 2.5). However, compared to France 
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(59 liters), UK (22 liters), USA (12 liters) or even Japan (3 liters), China’s per 
capita grape wine consumption is very low. 
Table 2.5: Per capita consumption of wine in China 1997-2002 
Per Capita Consumption of Wine in China 1997 - 2002 
Year 1997 1998 1999 2000 2001 2002 
Per Capita 
Consumption 
(liters) 
0.19 0.22 0.24 0.27 0.28 0.29 
Source: Vertumne International & Associés (2004) 
 
Vertumne International & Associés (2004) continues that the preferred type of 
wine varies from region to region. For example, dry red wine is still the most 
preferred type of wine by Chinese consumers, while sweet red wine is more 
popular in the northern part of the country than in the south (see Figure 2.2). 
Figure 2.2: Consumer’s preference of wine type 
 
Source: Vertumne International & Associés (2004) 
 
Wine consumption in China is also influenced by holidays, during which 
consumers tend to drink more than the rest of the year (see Figure 2.3) 
(Vertumne International & Associés, 2004).  
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Figure 2.3: Chinese consumer’s conditions of wine consumption 
 
Source: Vertumne International & Associés (2004) 
 
According to China Wines Information Website (2006), the main wine 
consuming regions concentrate in a couple of cities, including Shanghai (which 
the US Department of Agriculture declares as the largest market in China, with 
consumption at 1.25 liters per person), and the provinces of Jiangsu and 
Zhejiang. The other centres of consumption are South China (principally the 
city of Guangzhou and the Shenzhen Special Economic Zone) and North 
China (principally Beijing and Tianjin). 
 
The top two wine consuming regions are East and South China, respectively 
representing 54.3% and 14.7% of the total wine sales in 2003 (see Table 2.6) 
(Lagos & Zhang, 2004). 
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Table 2.6: Total wine sales by region 
 
Source: Lagos & Zhang (2004) 
 
2.5.2.4  The distribution channels and target consumers 
 
Vertumne International & Associés (2004) indicates that wine sales in China 
have dramatically changed over the last few years, mostly due to the influence 
of supermarket chains and the strong development of discount stores. It can 
be estimated that around 65% of wine sold in China is through the 
supermarket channel, compared to less than 1% through specialised retail 
stores (see Table 2.7). 
 
Table 2.7: Place of purchase of wine in China 
 
Place of purchase of wine in China in 2002 
 2002 Trend 
Supermarket chains 65.00% Strong development 
Hotels, restaurants and 
clubs 
25.00% increasing 
Bar 9.00% increasing 
Specialised stores 1.00% stable 
Source: Vertumne International & Associés (2004) 
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China Wines Information Website (2006) adds that supermarkets and 
hypermarkets account for a rising share of off-trade sales, representing over 
half total sales. Hotels, clubs and restaurants are the other major channels. In 
contrast, specialist wine stores generally focus on the expatriate trade and 
contribute a very small share of the wine sales. Besides, direct selling models 
and member clubs are increasingly being promoted by the local wine 
producers for their premium wine. 
 
In addition, Datamonitor (2006) cites the different data that On-trade (clubs, 
pubs, bars) forms the most significant distribution channel for wine sales in 
China, accounting for 47.8% of the market by volume. Specialist retailers 
distribute a further 25.3% of the market's volume (see Table 2.8). 
Table 2.8: China wine distribution by volume, 2005 
 
Source: Datamonitor (2006) 
 
In terms of consumption, there are 33.29 million people drinking beer in China, 
13.58 million drinking traditional white spirits, while only 7.98 million drink wine 
(China Daily, 2004). In general, the higher the consumer’s income and 
education, the more likely he or she is to drink wine. Additionally, the number 
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of male wine consumers is 19% higher than female consumers, and the 25 to 
44 age group is significantly larger than others, accounting for 60.5% of total 
consumers. Therefore, young, middle-aged males with a high income and 
education are the major wine consumers in China (Vertumne International & 
Associés, 2004). 
 
2.5.2.5  The wine prices 
 
In China, domestic wine still dominates the large, price-sensitive market with 
57 percent of red wine and 61 percent of white wine sold at under RMB 50 per 
liter. Mid-range wine sold at RMB 50-90 per liter aims at the consumers with 
higher disposable incomes and better wine education. Premium wine is sold 
over RMB 90 per liter. Imported wine accounts for a much smaller market 
percentage, but leads a price range of RMB 80-400 per liter (BusinessVictoria, 
2007). 
 
Price is a major consideration to most Chinese. A domestic bottle of wine may 
be sold for as little as US$3 while imported wine is generally US$10-20 a 
bottle or more, making it out of reach to most consumers (Canadian Embassy, 
2003). Domestic wine sold at US$4 a bottle on average is more attractive for 
the consumers that cannot afford imported wine. Generally, the least 
expensive bottle of domestic wine will be priced US$5 to US$10 lower than the 
least expensive imported wine in restaurants (Kreamer, Gratton & Hagel, 
2006). The price of domestic wine in supermarkets is from RMB 30 to 150 a 
bottle, in restaurants and hotels, RMB 70-300 a bottle, and RMB 50, 70, and 
90 are the consumers’ favourite prices. Wine sold over RMB 800 is rare and 
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mostly used for business activities. The mainstream price range for imported 
wine is RMB 70-300 (Jinwei, 2006). 
 
According to recent figures from the organisers of the French-based wine trade 
show Vinexpo, most bottled wine in China sold for less than US$5 a bottle 
grew by approximately 19 percent between 2001 and 2005, wine priced at 
more than US$5 a bottle grew by 86 percent over the same period, while 
bottles that sold for more than US$10 grew by 110 percent (Fan, 2007). 
 
Despite low-end wine products made up a big share of wine sales in China, it 
is important to note that cheaper red, white and rose wine priced under RMB 
30 have decreased in sales, and mid to high-end products have grown from 
1998 to 2003 (see Table 2.9), showing potential for expensive imported wines 
(Lagos & Zhang, 2004). 
Table 2.9: National sales of red, white and rose wine 
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 Source: Lagos & Zhang (2004) 
 
2.5.3 The development trends of the wine market in China 
 
According to Vinexpo, the global wine consumption is expected to grow by 4.8 
percent during 2001-2010 to 238.8 million hectoliters. Sales are expected to 
rise another 9.6 percent by 2010. Asian wine consumption will increase more 
than 21 percent between 2005 and 2010. China is Asia's biggest market in 
terms of volume and may grow about 36 percent in that period to reach 5.7 
million hectoliters by 2010 (Fouquet, 2007). In 2010, Asia may consume 9.212 
million hectoliters of wine, accounting for 4% of world consumption. Wine sales 
in Asia should grow by 30.5% between 2004 and 2010 to attain 6.252 billion 
US dollars by the end of the period. The value of wine sales in China should 
rise by 56.3% between 2004 and 2009 to reach 1.766 billion dollars (China 
Wines Information Website, 2006).  
 
China is an emerging wine market with a high growth potential and high profit 
margin. Its annual growth exceeds 10 percent. The demand for wine in China 
will increase significantly in the next few years. It is estimated that there will be 
a market gap of 336,000 tons of wine by 2010 (Han, 2005). Although China's 
growth will largely benefit the big domestic brands, imports are also expected 
to rise enormously between 2005 and 2010 (China Wines Information 
Website, 2007). 
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China’s wine market is forecast to have a value of US$5,145 million in 2010, 
with an increase of 25% since 2005. The compound annual growth rate of the 
market is predicted to be 4.6% for the 2005-2010 period (see Table 2.10). The 
market's volume is expected to grow by 29% since 2005 to 496.9 million liters 
by the end of 2010, with a CAGR of 5.2% in the period 2005-2010 (see Table 
2.11) (Datamonitor, 2006). 
 
Table 2.10: China wine market value forecast, 2005-2010 
 
 
Source: Datamonitor (2006) 
 
Table 2.11: China wine market volume forecast, 2005-2010 
 
 
Source: Datamonitor (2006) 
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A study by VinExpo forecasts that people are not only drinking more, but they 
are drinking more high-end products. Sales of global wine priced between 
US$5 and US$10 a bottle will rise 9% by 2010, while wine priced at US$5 or 
below currently with three-quarters of the total by volume will increase just 
2.4% (Spain, 2007). According to the current situation, it is estimated that in 
2010, high-end wine will account for 50% of the total wine demand in China, 
mid-end products representing 40%, and low-end ones holding 10%. More and 
more local producers are engaging in the high-end market to obtain high profit, 
while more foreign enterprises are expected to enter China and aim at this 
market. As a result, the competition in the high-end wine market will be 
extremely fierce in the future (Alibaba, 2006). 
At present, the main profits of domestic grape wine manufacturers in China 
come from high-end products, and medium wines contribute most of the sales. 
Medium and low-end varieties remain a profit margin around 11% for a long 
time, while high-end wines have reached a profit margin of 30%-50%. 
Consequently, local brands and foreign ones will intensely compete in the 
high-end market. In addition, wine imports will also increase constantly with 
price expected to drop gradually until equal to the price of domestic wines. As 
wine production and sales in China are continuing a steady growth, wine 
culture is also spreading widely. Therefore, China's grape wine industry and 
market will be likely to maintain a good development trend in the coming years 
(Researchandmarkets, 2006). 
Quxing (2005) predicts some other likely trends in China’s wine market as the 
following: 
? The white wine consumption will rise through proper guidance to 
consumers and popularisation of wine culture. 
? Wine drinking is becoming popular among the young generation and the 
wealthy. 
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? The number of famale consumers will increasingly grow. 
? The Chinese government will give more support to its wine industry and 
gradually restrict the production of strong spirits due to the consideration of 
grain waste. 
? Chinese consumers will pay more attention to life quality and health and 
purchase more imported wines. The reduction in imports tariff will make 
foreign wines affordable to most Chinese consumers in future. 
? Wine quality and diversity will be crucial to the domestic producers. 
? The related policies and regulations for China’s wine market will be 
gradually normalised and improved. 
 
2.6  THE IMPORTED WINE MARKET IN CHINA 
 
In the past, the foreign wine was viewed as luxury goods and kept out of reach 
to most Chinese consumers. However, in the past decade, the life quality of 
Chinese people has been improving significantly. Consumers learn more about 
wine and wine culture and seek higher quality and more diverse wine products. 
Accordingly, imported wine is more and more popular in China as healthy and 
fashionable drink. Since the reduction in import tariffs in January 2004, 
imported wine has been increasing rapidly in China (He, 2005). 
 
2.6.1 The scale and value of China’s imported wine market 
 
Imported wine accounts for only 5.6 percent of China’s wine market in 2005 
(Vinexpo, 2007). The statistic data from Shanghai customs shows that in 2006 
most of the liquor imported in Shanghai were such distilled spirits as brandy 
and whisky which amount to more than 80 percent of the total value of 
imported foreign liquor (Summer, 2006). The total value of wine imports 
dropped during 2001-2002 to RMB 190.3 million, but increased sharply in 2003 
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to reach RMB 273 million (see Table 2.12) (Lagos & Zhang, 2004). Source 
from China Customs General Administration indicates that the value of wine 
imports increased nearly 50% and amounted to US$32.2 million in 2003. In the 
1st quarter of 2006, the total volume of the imported wine was 17,782,000 
liters, worth US$16.696 million, increased 78.6% and 35% respectively, 
compared to the corresponding period of 2005. From January to July in 2006, 
China has imported 6,060,000 liters wine, increased 88.8% compared with 
2005 (Foodgeeks, 2007).
 
Table 2.12: Chinese wine imports and market shares, 1999-2003 
 
 
Source: Lagos & Zhang (2004)
 
According to Dennis (2006), in 2005, China imported 53,126 tons foreign 
wines, 10,340 tons are wines in package less than 2 liters. The quantity of 
small package wine represents only 2% of the total wine market. In the first 
quarter of 2006, the quantity of imported wine was 21,000 tons, increasing by 
75% on an annual basis. Wine with small package less than 2 liters was only 
14% of the total wine imports. It means that bulk wine accounts for most 
portion of the imported wine. 
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Vertumne International & Associés (2004) states that bulk wine takes up the 
largest quantity of China’s wine imports. A big part of the imported bulk wine is 
blended with domestic products and sold as domestic wine. Compared to bulk 
or still wines, sparkling wine imports are relatively small. The quantity of locally 
produced Chinese sparkling wines represent 99% of the market (mostly cheap 
wines bottled in 1.5 liter bottles). 
 
Kreamer, Gratton and Hagel (2006) point out that according to the data from 
World Trade Atlas (WTA), China imported 42,800 KL of bulk wine (see Figure 
2.4) and over 10,800 KL of bottled still and sparkling wine in 2005. Imported 
bottled wines comprise less than 1% of the total retail market on a volume 
basis. Due to the increasing demand for wine and the supply shortage of 
domestic wine, many local producers blend domestic wine with imported bulk 
wine and label it as domestic product which is estimated to contain 30 percent 
to 40 percent imported wine. Meanwhile, blending helps improve the quality of 
the local product. On the other hand, shipping in bulk and bottling in China can 
also simply be a cheaper alternative to shipping bottled wine, and wines can 
keep their foreign brand name and market image. Furthermore, the prices of 
such wines can be lower and more competitive. 
 
Figure 2.4: Bulk wine exports to China, 2000-2005 
 
Source: Kreamer, Gratton & Hagel (2006) 
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2.6.2 The main countries exporting wine to China 
 
BusinessVictoria (2007) identifies that the major exporting countries include 
early market entrants like France and Italy with high market recognition and 
known as 'Old World' suppliers of quality, premium wine products, and later 
market entrants like Australia, Chile and the USA called 'New World', with a 
little less prestige but more value for money. As the traditional market leader, 
France still dominates China and Hong Kong wine imports (approximately 42 
percent of total volume in 2004). Australia came second after France in the 
total volume of imports in 2004 (22 percent). Other countries in the mix 
included the USA (11.3 percent), Chile (11.3 percent), Spain (6.6 percent) and 
Italy (5.6 percent). 
 
China Wines Information Website (2006) adds that Chile overtook Spain in 
2001 as the dominant of the imported bulk wine market in China, accounting 
for over 80% of the bulk wine imports in 2004. Meanwhile, Australia, France 
and Spain were the other significant suppliers of bulk wine. It is likely that Chile 
will maintain its leadership position, due to the Free Trade Agreement that was 
recently concluded between Chile and China. France accounted for under 
40% of bottled wine imports in 2004, Australia ranked second, with 20% (1.4m 
liters in a total of 7.1m liters). In 2005, Australia exported 2m liters (at a value 
of A$11.7m) bottled wine to China. 
 
According to Kreamer, Gratton and Hagel (2006), the value of U.S. wine 
exports to China increased three-fold from US$1.5 million in 1999 to almost 
US$6 million in 2005 (see Figure 2.5). The bottled wine exports went up from 
690 KL in 1999 to 2,024 KL in 2005, while bulk shipments have actually 
declined. Compared with other countries, French wine had the highest value in 
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2005 at US$21.5 million (US$3.35 per liter), followed by Spain at US$13.3 
million (US$0.58 per liter), and Chile at US$12.5 million (US$1.07 per liter). 
 
Figure 2.5: Volumes and values of U.S. wine exports to China, 2000-2005 
 
Source: Kreamer, Gratton & Hagel (2006) 
 
China Wines Information Website (2005) also provides the detail data from 
China Customs (see Table 2.13, 2.14) as listed in the following: 
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Table 2.13: China bulk wine imports 
 
China Imports Statistics: Bulk Wine 
 2002 
(in liters) 
2003 
( in liters) 
2004     
( in liters) 
2004/03 
(change %) 
World 26.184.316 36.574.411 36.672.530 0,27 
Chile 17.725.486 30.737.814 29.771.595 -3,14 
France 1.019.654  1.492.930 2.352.717 57,59 
Spain 2.148.529 778.582 1.579.017 102,81 
Italy 1.270.875 449.038 916.602 104,13 
USA 313.324 424.351 891.506 110,09 
Australia 95.706 193.043 559.983 190,08 
Argentina 3.385.306 2.083.888 488.800 -76,54 
Canada 48.802 81.738 73.325 -10,29 
Germany 2.324 285.210 35.888 -87,42 
Source: China Wines Information Website (2005) 
 
Table 2.14: China still wine imports 
 
China Import Statistics: Still Grape Wines ( Not Sparking Wines ) Packed<2 
Litres/Bottle 
 2002 
( in liters) 
2003 
( in liters) 
2004 
( in liters) 
2004/03 
( change %) 
World 3.844.461 4.605.878 7.082.589 53,77 
France 1.542.317 1.857.783 2.550.480 37,29 
Australia 626.202 797.402 1.420.253 78,11 
USA 442.276 544.914 992.956 82,22 
Spain  247.052 326.369 495.628 51,86 
Chile 143.009 182.793 467.978 156,02 
Italy 294.141 309.476 401.707 29,8 
Germany 143.472 175.205 232.800 32,87 
South Africa 47.141 56.152 138.275 146,25 
Argentina 111.670 139.021 117.692 -15,34 
Canada 29.085 27.115 76.370 181,65 
New Zealand 14.987 21.350 48.548 127,39 
Portugal 75.687  45.387 47.307 4,23 
Source: China Wines Information Website (2005) 
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2.6.3 The consumption styles and target consumers for imported wine 
 
Jinwei (2006) states that imported wine experienced different development 
stages over the past few years in China. In 1980’s, when China started 
opening to the outer world, the main consumers of imported wine were some 
foreigners and Hong Kong businessmen. In the 1990’s, local businessmen, 
private entrepreneurs and government officials became the new consumers of 
imported wine. Currently, the consumer group is growing with a increasing 
number of the middle-class and white-collar. The consumption venues spread 
from home and restaurant to pub and nightclub. The consumption regions 
largely based on eastern and coastal big cities are gradually expanding to 
inland and small cities. 
 
Generally, the age of average wine consumers in China is between 25 and 44, 
making up 60% of wine drinkers. These people have high incomes and mostly 
live in urban cities (China Wines Information Website, 2006). Due to the 
special economic status and internationalisation background, Shanghai has 
become the largest imported wine market in China. Hotels, restaurants and 
nightclubs form the largest market in Shanghai for imported bottled wine. Four 
and five-star hotels, western restaurants (from two-star to world-class) and 
up-scale local chain restaurants targeting Shanghai’s middle and upper 
classes all offer imported wine. Some local chain restaurants also provide 
private label imported wine. The largest potential consumer group is 
young-to-middle-age Chinese with higher incomes who drink wine in high-end 
hotels, restaurants, clubs and bars. In the past couple of years, specialty wine 
stores emerged as a new trade mode and became popular in the high-end 
market. In addition, online shopping is developing fast and providing a new 
platform to the wine traders and consumers (Kreamer, Gratton & Hagel, 2006). 
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2.6.4  The prices of imported wine 
 
In the Chinese market, imported bottled wines set the standard for the 
high-end market and compete with expensive domestic wines. The prices of 
middle and low grade foreign wines have already approached that of domestic 
wines, but imported wines have advantages on flavour, lustre and aroma. 
Therefore, most of the consumers like to choose the imported wine if there is 
no much price difference between foreign and domestic wines (He, 2005). 
 
Currently most foreign wines are sold over RMB 40 (US$4.8) per bottle. 
However, because of their high price sensitivity, typical Chinese consumers 
usually buy wines that are priced around or under RMB 30 (US$3.6) per bottle. 
Accordingly, it is understandable that most Chinese consumers prefer the 
domestic wines priced around RMB 40-55 per bottle to the imported wines sold 
at RMB 75-95 per bottle (Vertumne International & Associés, 2004). 
 
Among the main imported wines, French wines are priced at RMB 100-1000 
per bottle, with 70 percent sold under RMB 200 per bottle. The prices of 
American wines cover all grades from RMB 38 to 352 per bottle, with 73 
percent priced over RMB 100 per bottle. Argentinian wines are mostly sold 
around RMB 100 per bottle and classified as middle and low grade wines 
(Foundu, 2006). 
 
2.6.5 The development potential of China’s imported wine market 
 
Although China lacks the wine drinking culture prevalent in the western 
countries, the consumption per head has doubled in the last five years. At 
present, the average wine consumption per capita is only 0.5 liter in China, 
compared to a world average volume of 7.5 liters per capita. In addition, as 
China has the largest population and a continuing economic growth, its 
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demand for wine is growing even faster than its steadily rising production. 
Therefore, it is believed that China will be one of the leading wine markets all 
over the world in the coming years. Undoubtedly, this large potential market 
will bring great business chances for the overseas wineries (Foodgeeks, 2007). 
According to the Department of Agriculture and Fishery in France, China has 
surpassed Japan to become the largest market importing French wine in Asia. 
The total volume of French-made wine exported to China has increased by 60 
percent by the end of 2006. At the same time, other countries have also 
experienced a remarkable increase in wine exports to China. It is obvious that 
the future potential of China’s imported wine market is huge for foreign wine 
enterprises (China Wines Information Website, 2007).
 
2.7 THE FACTORS THAT ATTRIBUTE TO A GREAT INCREASE IN WINE         
CONSUMPTION IN CHINA   
 
China’s wine industry and market have been developing rapidly over the past 
decade, and the wine consumption has also experienced a high growth stage 
during the same time. The following driving factors can be linked to an evident 
increase in wine consumption in China: 
 
2.7.1 An improvement in the living conditions of Chinese people 
 
Due to the remarkable economic growth since 1980’s, Chinese people have 
been the beneficiaries of its economic achievement with the improved living 
conditions and quality. As a result, people obtain higher disposable incomes 
and purchasing power which make more people able to afford wine. Not 
surprisingly, the higher the consumer’s income, the more likely they are to 
drink wine (China Wines Information Website, 2006). For example, in 2005, 
Shanghai’s 20 million residents have the highest per capita disposable income 
at about US$5,000. The average Shanghai residents spends 43% of their 
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budget on food, and the per-capita spending on food is higher than in any 
other provinces or cities in China. It is common to see that high-income 
Shanghai residents are able to consume foreign wine or other imported food 
on a regular basis (Canada in China, 2006). In addition, the rising middle class 
in China is emerging and gradually becoming the major potential customers for 
domestic and imported wine (Wine Culture China, 2007). 
 
2.7.2  The media reports of wine's health benefits 
 
Traditionally, Chinese consumers prefer white spirits and beer. But nowadays, 
people are concerned more about health and consider wine as a healthier 
drink compared with white spirits. Besides, the mass media has been widely 
spreading wine’s health benefits and playing an important role in wine 
consumption in recent years in China (Wine Culture China, 2007). 
 
2.7.3  The government’s support in wine consumption 
 
In 1987, the Chinese government began to encourage its people to drink grape 
wine over the grain based traditional white liquor in an effort to save grains, 
as producing the white spirits will cost large amount of grain. It is important for 
the Chinese government to take this action, considering its largest population 
in the world. Accordingly, the market for white spirits is shrinking and the grape 
wine consumption is rising (Reiss, 2006). 
 
2.7.4  The import tariffs 
 
As part of China's WTO agreement, the tariff on wine in bottles under 2 liters 
has been reduced from 65% to 14% and the tariff on wine in bulk has been 
reduced to 20% since 2004. This tariff reduction has created a good 
opportunity for imported wine products and helped them compete in price with 
domestic brands. Therefore, over one hundred wine brands from different 
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countries have already entered the Chinese market while many others are 
planning to follow (Jinwei, 2006). 
 
2.7.5  The foreigners and returned Chinese from overseas  
 
Under the influence of globalisation, more and more foreigners come to China 
to study, live, travel or work. They in general are loyal consumers for wine, 
especially imported wine. On the other hand, annually a large number of 
Chinese go abroad and return home. They are familiar with wine and wine 
culture while abroad and willing to pay higher prices to enjoy the wine, and 
these Chinese also help to educate their friends and family about how to 
appreciate wine (Hertzfeld, 2006). 
 
2.7.6  The popularity of Western lifestyle 
 
Currently wine is regarded as a symbol of western country and is more and 
more popular among the young people in China. In the past, imported wine 
was considered a luxurious western product, and most people did not have 
enough purchasing power to buy it. Hence, it was also used as a symbol of 
status and success. Nowadays, an expanding middle class has been formed 
by well-paid young urban citizens who are interested in Western lifestyle and 
tastes. They frequently consume wine at Western-style restaurants, hotels, 
pubs and nightclubs (Wine Culture China, 2007). 
 
2.8 AN OVERVIEW OF SOUTH AFRICAN WINE INDUSTRY 
 
2.8.1 The history of South African wine 
 
South Africa has a winemaking history dating back more than 300 years. In 
1655, Jan Van Riebeeck, the first governor of the Cape, planted a vineyard, 
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and the first wine was made from Cape grapes on 2 February 1659. Ever since, 
wine has been an important part of the country, with French settlers in the late 
1600s refining the business. The wine industry began to flourish between 1680 
and 1690 (WOSA, 2006). After Jan Van Riebeeck, it was governor Simon Van 
Stel who firmly established the wine industry in the Cape. He built the model 
farm Constantia and founded the town of Stellenbosch. During the 18th century, 
the Cape was globally famous for Constantia’s dessert wines, and 
Stellenbosch became the centre of viticulture. Local vineyards and production 
experienced a drop by the end of the 19th century. The KWV was established 
in 1918 as a large farmers’ co-operative. In 1925 Stellenbosch Farmers’ 
Winery was founded. However, the industry was brought under sanctions and 
international trade came to a standstill during the apartheid years. After 1994, 
the wine industry stepped into a new era and reflected not only the classicism 
of the Old World but also the contemporary fruit-driven styles of the New World. 
No doubt, South African wine has made a strong name for itself internationally 
(Southafrica.info, 2007). 
 
2.8.2 The current state of South African wine industry 
 
In terms of world wine production, South Africa ranks as 8th in volume 
production of wine and produces 3,3% of the world's wine (2004 figures). 
About 834 million liters of wine are produced annually. Currently, South Africa 
has 110 200 hectares of vines producing wine grapes, among these 11 595 
hectares are under sultanas used only for distilling wine for brandy. White 
varieties account for 55% of the total wine plantings, with Chenin Blanc 
plantings comprising 20% of the total. Red varieties amount to 45% of the 
whole vineyard (WOSA, 2006). The country's total annual harvest was 905 m 
liters in 2005, with 69% for making wine, 9% for brandy, 7% for grape 
concentrate and the balance to grape spirit. Exports of natural (ie non-fortified) 
wine reached 279,9m liters in 2005, with an increase of 5%, compared with the 
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previous year. Red wine exports account for 53% of all natural wines exported, 
rising by 4% (Vineyard varieties, 2007). 
 
South African wine industry employs about 257 000 people directly and 
indirectly, and wine tourism employs some 59 000 of these people. According 
to SAWIS, the wine industry creates R16,3 billion and contributes 8,2% to the 
Western Cape's gross geographic product in 2003, and about R11,4 billion 
would remain in the Western Cape to benefit its residents. In addition, 
wine-tourism indirectly generates about R4,2 billion (Vineyard varieties, 2007). 
Wine exports amounted to R3 153,40 million. Totally, The wine industry 
(including tourism) contributed R22 549 million to annual GDP of the country in 
2003 (Conningarth, 2004). 
 
2.8.3  The grape varieties 
 
South Africa has diverse grape varieties which are widely planted on a large 
scale. The whites include global favourites such as Chenin Blanc (Steen), 
Chardonnay, and Sauvignon Blanc, as well as the more specialist Muscatels or 
Moscadels (also known locally as Hanepoot), Colombard, Gewurztraminer, 
and Bukettraube, the two unrelated Rieslings (European Weisser Riesling and 
local Cape Riesling). Among the reds are Cabernet Sauvignon, Merlot, Gamay, 
Pinot Noir, Shiraz, Cinsault (also known as Hermitage) and South Africa’s own 
invention, Pinotage (Pinot Noir and Cinsault) (WaitroseWineDirect, 2005). 
 
According to SAWIS data, Chenin Blanc is most widely planted among the 
white varieties, accounting for 19% of the total hectares. Regarding the reds, 
Cabernet Sauvignon amounts to 13% of the total hectares as the top red 
variety (see Table 2.15). 
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Table 2.15: Wine grapes as percent of total hectares 
 
Source: SAWIS (2007) 
 
2.8.4  The main wine-making regions 
 
According to Southafrica.info (2007), South Africa’s wine regions stretch from 
the tip of the African continent to deep in the desert-like Karoo and the Free 
State, nearly 60 officially declared names cover more than 100 000 hectares. 
 
? Constantia. The historic hub of Cape wine. Closest to Cape Town. Some 
of the most famous estate names such as Groot, Klein Constantia and 
Buitenverwachting can be found here. Superb sauvignon blanc and 
semillon wines are produced. 
 
? Durbanville. With a winemaking history dating back 280 years. Some star 
performers are emerging, including brilliant sauvignon blancs with strong 
contemporary focus on shiraz and merlot. Durbanville Hills is a large, 
modern facility.  
 
? Franschhoek. Located in a contained valley, a pretty town founded by the 
French Huguenots in 1688. Today it is very much a boutique region with 
old buildings, restaurants and small producers. Stylish cellars include La 
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Motte, Cabrière, Plaisir de Merle and Boekenhoutskloof.  
 
? Klein Karoo. A semi-desert region inland that has inspired some 
winemakers to take up the challenge. Fortified wines such as muscadels 
and Portuguese “port” styles do well in places such as Calitzdorp. 
 
? Olifants River. A fast-growing region stretching a few hundred kilometres 
up the west coast from the Cape. Plenty of exported easy-drinking wines 
come from here. The Vredendal Winery is one of the largest in the world, 
employing some of the most modern techniques. 
 
? Orange River. One of Africa’s great rivers and along its Northern Cape 
bank lie large white-wine producing vineyards. Winemaking is 
sophisticated and reds are getting more attention with an eye to exports. 
 
? Paarl. Another of the Cape’s historic towns where wine has been made for 
centuries. Home to the original KWV head office and its impressive 
Cathedral Cellar, as well as the country’s best-known brand Nederburg, 
many cellars, small and large, from boutique to co-operative, produce wine 
from the ordinary to the sensational. Winemakers have been concentrating 
on shiraz, but some fine chenin blanc, pinotage, cabernet sauvignon, 
blends, and even unusual varieties such as viognier and mourvèdre are 
turned into prize-winning wines. Glen Carlou, Villiera and the 
value-for-money co-operative Boland Kelders are among the top 
performers here. 
 
? Robertson. Situating along valley where white wines such as chardonnay 
(from De Wetshof Estate) and sparkling wine (from Graham Beck Winery) 
used to be the main stars. Today the move is to red varieties, especially 
shiraz (Zandvliet). 
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? Stellenbosch. Possibly the finest wine area in South Africa, well known for 
reds. With a list of more than 80 wineries and producers, it is also the most 
expensive wine farmland. Nearly all the most famous international names 
in South African wines are found here in an area reaching from sea-facing 
slopes to valley-hugging hills. This is the home of Kanonkop, Meerlust, 
Rustenberg, Thelema and Warwick. This is also where Distell, the 
country’s largest player in the drinks market, is seated. Designated wards 
within the district are Jonkershoek Valley, Simonsberg-Stellenbosch, 
Bottelary, Devon Valley and Papegaaiberg. Cabernet sauvignon, merlot, 
pinotage and chenin blanc are the stars here. 
 
? Swartland. A traditional sunny wheat area north of Cape Town. These 
days, wineries are making modern, well-appreciated white wines here with 
top reds on the way. 
 
? Walker Bay. Near the coastal town of Hermanus, another of the Cape’s 
most fashionable regions. With Elgin to the west and Bot River inland, it is 
under the Overberg appellation. It is the home of Cape pinot noir and good 
chardonnay and home to places like Hamilton-Russell. 
 
? Worcester. With surrounds comprising 20% of all South Africa’s vineyards. 
Brandy is produced, and wine for wholesalers. Small volumes are bottled 
under own labels. Value-for-money is a feature. 
 
2.8.5  The wine producers and cellars 
 
According to SAWIS data, South African wine producers and cellars can be 
reviewed as the following (see Table 2.16): 
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Table 2.16: South African wine industry structure in 2003 
 
Source: SAWIS (2007) 
 
Southafrica.info (2007) points out that the top 21 South African winemakers 
are Kanonkop Estate, Vergelegen, Neil Ellis Wines, Hamilton-Russell 
Vineyards, Rustenberg Wines, Glen Carlou Vineyards, Thelema Mountain 
Vineyards, Jordan Vineyards, Veenwouden, Klein Constantia, Grangehurst, 
Boekenhoutskloof, Villiera Wines, Saxenburg, Spice Route Wine Company, 
Bouchard Finlayson, De Trafford Wines, Buitenverwachting Estate, Fairview, 
Graham Beck Wineries and Springfield Estate.  
 
2.8.6  The wine exports  
 
SAWIS (2007) states that data from the Department of Agriculture, Directorate 
Food Safety And Quality Assurance shows that England, Germany, Holand, 
Sweden and Denmark are the main destinations for South African wine 
exports (see Table 2.17). 
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Table 2.17: South African wine exports per country 
Bottled And Bulk Natural Wine Exports (Liters) Per Country For The Period January-December 
2005 01-2005 12 2006 01-2006 12 Country 
White Red Blanc  
De Noir/ 
Rosé 
Total White Red Blanc  
De Noir/ 
Rosé 
Total 
UK 57943843 41538921 2678962 102161726 47642237 36780476 2789571 87212284 
Germany 10198916 23277476 2421113 35897505 13245519 23070277 5260383 41576179 
Holand 16434809 24493575 5997024 46925408 12446498 19107734 5254847 36809079 
Sweden 9572245 10431471 5769 20009485 10352652 12770016 73701 23196369 
Denmark 2450167 7262075 2957 9715199 3151885 8843148 13874 12008907 
Canada 6126667 6414850 48623 12590140 3902520 8015183 80415 11998118 
USA 4231802 5650895 130901 10013598 4278948 6244139 142146 10665233 
Belgium 4110227 3611076 465357 8186660 4670349 3843991 611333 9125673 
France 2383365 2237543 806516 5427424 2975998 4302326 1269799 8548123 
Africa 1389402 1381749 40795 2811946 2466889 2817801 80704 5365394 
Finland 3154477 1275988 270 4430735 2340652 1393030 3123 3736715 
Eastern 
Europe 
879563 1535759 24323 2439645 1175579 2211185 49918 3436682 
Switzland 1125004 1379492 367468 2871964 1445964 1435852 304633 3186449 
Far East 967199 1265356 28868 2261423 857028 1617745 35602 2510375 
Australia 5622499 180018 29988 5832505 2040904 224503 23795 2289202 
Africa 
Islands 
318021 346805 179227 844053 728854 687825 277493 1694172 
Norway 320613 2009440 140 2330193 252465 1229154 72 1481691 
Japan 538874 853265 2007 1394146 562451 778339 0 1340790 
Middle  
East 
622234 572591 15840 1210665 621579 643040 22824 1287443 
Rest of  
Western  
Europe 
215956 109385 1440 326781 233927 188751 30664 453342 
Central  
America 
219074 157505 10049 386628 200643 185062 14931 400636 
South  
America 
78874 251676 4365 334915 68118 274131 3344 345593 
Iceland 104672 195750 0 300422 104211 212071 0 316282 
Austria 160065 253626 351 414042 102310 181676 405 284391 
Total 129168568 136686287 13262353 279117208 115868090 137057455 16343577 269269122 
Source: SAWIS (2007) 
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2.9  THE NECESSITY OF ENTERING THE WINE MARKET IN CHINA FOR 
SOUTH AFRICAN WINE 
 
The wine industry is one of the most promising domains in South Africa and 
plays a key role in the nation’s economy as discussed in Chapter 2.8.2. The 
significance of South African wine industry is reflected as the followings: 
 
? Contribution to GDP. The wine industry (including tourism) contributed R22 
549 million to annual GDP of the country in 2003. 
 
? Benefits for the region and its people. The wine industry creates R16,3 
billion and contributes 8,2% to the Western Cape's gross geographic 
product in 2003, and about R11,4 billion would remain in the Western 
Cape to benefit its residents. 
 
? Job creation. About 257 000 people are directly and indirectly employed by 
South African wine industry. 
 
? Wine tourism is boosted. Wine tourism indirectly generates about R4,2 
billion, and employs some 59 000 people.  
 
? Revenue from wine exports. Wine exports generated R3 153,40 million in 
2003. 
 
According to Hill (2003: 524), the great promise of exporting is that large 
revenue and profit opportunities could be found in foreign markets for most 
firms in most countries. Karamally (1998: 6) also adds that exporting is a 
necessary ingredient to ensure the survival and growth of small firms. 
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However, currently the bigger harvest could have an adverse impact on the 
profit margins of producers with grape and wine prices under pressure. Local 
grape prices decreased by 22,6 percent from 2003 to 2006, while red wine 
prices decreased by 35 percent. The international oversupply of wine also puts 
exports and prices internationally under further pressure (SAWIS, 2007). As a 
result, the wine exports have dropped primarily in the UK and the Netherlands, 
South Africa’s largest and longest-standing export destinations, by 17% and 
22% in 2006 (Kock, 2007). No doubt, South African wine industry urgently 
needs to exploit the potential overseas market in order to solve the above 
issues and strengthen the competitive ability of its wine products. 
 
In contrast, as one of the fastest growing wine market, China provides huge 
potential space and considerable profit margin to foreign wineries. Considering 
the largest population (about 1.3 billion) and relatively low per capita wine 
consumption (around 0.3 liter), almost all wine-producing countries are already 
in or planning to enter this market. As the biggest trade partner of China in 
Africa, South Africa is supposed to take advantage of this opportunity without 
neglect. 
 
Economic and trade relations between South Africa and China have grown 
rapidly since the formal establishment of diplomatic relations in 1998. The 
trade between two countries has increased by a staggering 400% since 2000 
(Businessweek, 2007). Definitely, this favorable trend can bring South African 
wineries more opportunities in developing their businesses in China. By 
entering China’s wine market, South African wineries are facilitated to reach 
the following goals in near future (Conningarth, 2004). 
 
? To increase global competitiveness and profitability. 
 
? To generate equitable access and participation within the wine value chain. 
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? To enable environmentally sustainable production systems. 
 
? To promote responsible consumption of wine products.  
 
2.10  CONCLUSION 
 
This chapter firstly provides a comprehensive and deep insight into Chinese 
alcohol and wine industry. It is necessary to keep in mind that China has a long 
history of drinking grain-based alcohol rather than grape wine. At present, 
Chinese traditional spirits dominate the market. Wine is quite new to Chinese 
people but its growth is tremendous. As an unique phenomena, practically this 
is not the same to what most foreigners think. 
 
Subsequently, the chapter focuses on the current wine market of China as well 
as imported wine market. By revealing the market size and value, status quo 
and development trends, it is believed that the wine market in China is growing 
rapidly and of huge potential for local and foreign wineries. Furthermore, the 
factors for a great increase in wine consumption are discussed in an attempt to 
find the driving elements inside and outside of China market. Among these 
factors, the rising disposable income is the most important reason.  
 
Finally, this chapter briefly introduces South African wine industry, including its 
history, size and value, current state and other aspects. It shows that South 
Africa is an important player in the wine world with a diverse viticulture. Despite 
the fact that South African wine has made a remarkable achievement, it is also 
facing some issues and pressure from domestic and international markets. 
Therefore, the necessity of entering the wine market in China for South African 
wineries is analysed at the end of this chapter. It is convincible that there is 
huge potential in the Chinese market and South African wineries can realise 
their goals by entering and competing in a right way in this market. 
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CHAPTER 3 
 
THE FACTORS THAT INFLUENCE IMPORTED WINE ENTERING THE 
CHINESE MARKET AND ENTRY STRATEGIES 
 
3.1 INTRODUCTION 
 
As a fast growing wine market, China has attracted more and more foreign 
wineries pursuing overseas business opportunity in recent years. However, 
some foreign wineries complain that the wine market in China is so 
complicated that they cannot deal with it well. That is the common situation for 
such wineries who are used to the western wine market.  
 
This chapter will firstly discuss the main influencing factors or entry barriers in 
order to indicate the potential difficulty and risk for foreign wineries when they 
enter into the wine market in China. In addition, foreign wine companies need 
to choose an entry strategy before doing business in China. Several major 
market entry strategies and modes will be explained and discussed. Finally, 
foreign wineries need to consider the factors which influence the choice and 
importance of market entry mode so that they can analyse their strength and 
weakness and choose a proper market entry strategy. 
 
3.2 THE FACTORS THAT AFFECT IMPORTED WINE ENTERING THE 
CHINESE MARKET 
 
3.2.1 The Chinese traditional alcohol culture and drinking habits 
 
According to Shanghaifinance (2003), it is believed that China has 4,000 years 
of grain-based alcohol making history. Without a doubt, alcohol plays an 
important role in the culture and life of Chinese people. The use of alcoholic 
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drinks is intimately related with the social, ethical, religious, economic, artistic 
and other aspects of life over all periods of time. In the ancient ages, it was an 
inseparable part of life of people from kings to the masses. The emperors 
could not hold banquets without alcohol, and they also used alcohol as a sort 
of sacrifice to worship their ancestors. Generals would feast their soldiers with 
alcohol and meat before a battle. If they won the battle, they would be 
rewarded with good liquors. If a warrior fell in battle, fellow warriors would 
splash wine on the ground as part of a memorial ceremony. In addition, many 
famous Chinese poets or artists crafted their masterpieces after getting "drunk" 
or intoxicated. They liked drinking and thought it was an elegant way to pass 
the time. A variety of games such as swordplay and poem relay were created 
to go with drinking sessions involving knowledge of history, literature, music 
and poetry. 
 
Shanghaifinance (2003) continues that nowadays, Chinese people have 
always used alcohol to help them celebrate the happiness in their lives. A 
banquet known as "Jiu Xi" in Chinese means an alcohol banquet which is held 
by the parents 100 days after their baby’s birth, in which people are invited in 
for a drink. Besides, when someone builds a new house, marries, starts a 
business, makes a fortune or lives a long life, he should invite people in for a 
drinking session. During a feast, drinkers play games such as finger-guessing 
and couplet with excited shouts to express their happiness.  
 
Eijkhoff (2000) indicates that traditionally, Chinese people prefer grain-based 
alcohol and spirits (bai jiu) to grape wine. Spirits are the largest segment in 
China's alcoholic beverage market. It was not until the end of the 19th century 
that modern wineries were established.  
 
Agri-food Trade Service (2002) points out that Chinese consumers were loyal 
to alcohol products such as grain-based spirits or beer. While the annual 
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consumption per person averages approximately one glass of wine. 
 
Spirits are the largest segment by value in China's alcoholic beverage market. 
White spirits are all domestically produced spirits, including most regional 
specialties. In 1995, China consumed 11.7 liters of spirits per capita as one of 
the top consumers of spirits in Asia. In contrast, wine is a very small segment 
in China’s alcoholic beverage market (Eijkhoff, 2000). In addition, imported 
wines accounted for only 5.6 percent of the wine market in China in 2005 
(Vinexpo, 2007). 
 
In terms of consumption, there are 33.29 million people drinking beer in China, 
13.58 million drinking traditional white spirits, while only 7.98 million drinking 
wine (China Daily, 2004). 
 
In China, per capita consumption of grape wine is 0.3 liter per year, compared 
to a world average of 7 liters (24 liters in western Europe) (Eijkhoff, 2000). The 
market for wine in China is still in its infancy, with the per capita wine 
consumption of only 0.5 liter compared to world average consumption of 7.5 
liters per capita by 2006 (China Wines Information Website, 2006). 
 
3.2.2 Lack of grape wine culture and knowledge 
 
According to Kotler (2002), though grape cultivation can be traced to the Han 
Dynasty (206 B.C.), China has never had a grape wine culture. It remained too 
restricted to become a grape wine culture. The widespread regular practice of 
drinking grape wine with food or tastefully sipping fine wine takes place alone 
on infrequent occasions. Today, grape wine is treated in China like rice liquor 
and spirits. There is no reverence for grape wine as an accompaniment to food 
or for fine sipping. Everything is poured throughout the meal without regard to 
the type of food served. Red wine is mixed with Coca Cola or fruit juice. This is 
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not a grape wine culture, but an alcoholic spirit culture or a healthy fruit drinks 
culture. A wine culture does not preclude enjoying spirits or rice liquor but no 
“ganbei” with wine is in a true wine culture. Therefore, it is critical to develop a 
real grape wine culture in China similar to the way in which wine is respected 
and consumed in the US and western European countries. 
 
Wine Culture China (2007) points out that Chinese consumers are not familiar 
with wine, most of them do not know how to distinguish good wine, how to 
match food and wine, how to store wine and so on. These issues cause the 
popularisation rate of wine is very low in China. Only when Chinese 
customers understand the culture issue about wine, could wine be spread in 
the Chinese market broadly. The difference between Chinese culture and 
western culture is partly obstructing the spread of wine culture in China. 
 
According to Foodreference (2006), Chinese people have been drinking 
alcohol for thousands of years, but wine as an alcoholic beverage was and still 
is alien to most of them. When Chinese drink alcohol, the expectation is to 
experience a burning, stinging, harsh, inebriating beverage rather than a 
smooth, fruity, refined and refreshing liquid. They are short of western-style 
wine knowledge. To them, wine is a novelty and low alcohol beverage. Wine 
and wine culture are still assuredly not understood. This is the reason for 
mixing merlot with coke, chardonnay with sweet and clear aerated soft drinks. 
Sometimes even red and white wines are mixed, sweetened with soft drinks, 
and ice cubes are used to cool the drink. 
 
Eijkhoff (2000) indicates that the majority of wine drinkers in China have little or 
no reference point to make comparisons when they judge wine. They do not 
understand the importance of serving wine at its optimum temperature, and 
know very little about taste, complexity, cultivars or techniques such as 
wooded versus un-wooded wines. White wine is often mixed with colas and 
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red with lemon sodas. Some people mix white wine with Coca-Cola or red wine 
with Sprite to make the wine more palatable. 
 
Lagos and Zhang (2004) confirm that many Chinese thought that wine tasted 
sour due to their inexperience.  As a result, the practice of mixing imported 
wine with soda, fruit, and ice at local restaurants, clubs, and bars became a 
common method to sweeten the flavour. The wine edification process has also 
been very slow because of a lack of interest by many retailers, distributors, and 
other players. Only few Chinese enjoy high quality wines merely for its 
distinctive flavours and individuality. 
 
Lagos and Zhang (2004) continue that it should not be the objective to 
completely eradicate certain Chinese consumers’ practices such as mixing low 
quality wines with soda. Other cultures, such as the Spanish, mix low-end red 
wines with coca-cola (called a calimocho) in order to improve the flavor. 
Austrians also blend cheap wine with soda water to create a special taste. 
However, compared to Chinese consumers, these consumers also recognise 
that high-end wines should be enjoyed without any alteration. Therefore, it 
becomes critical in the wine edification process to provide Chinese consumers 
with a greater understanding of how to differentiate products. If this occurs, 
imported wines could gain a significant market share within South China. 
 
Gratton and Hagel (2006) state that wine drinking habits in China have been 
known to differ from those in the West. Some people use wine for toasting 
several times in the course of a meal, or mix with lemon, ice or Sprite. Some 
local wine lovers in Shanghai are gradually familiar with western wine drinking 
practices due to the long-time foreign presence. However, most of ordinary 
people in Shanghai and nearby cities still mix or dilute wine to achieve a 
sweeter taste. It is alleged that no one likes the taste of wine at the first time. 
 
 73
Undoubtedly, wine education is required before China will become a wine 
drinking nation (Reiss, 2006). On the other hand, wine education will be critical 
for marketing success. Wineries serious about South China’s market must 
promote their product with an educational emphasis, such as wine tastings, 
and concentrate on areas with higher incomes that are open to new beverages 
and foods (Lagos & Zhang, 2004). In addition, it will take time for a wine culture 
to develop in a country that is truly unexplored territory in terms of wine 
appreciation (Canadian Embassy, 2003). 
 
3.2.3 Lack of famous brands and promotion 
 
In 2005, the Chinese domestic wine brands took up more than 95% of the wine 
market, while imported wine accounted for only 5 percent of the Chinese 
market (Vinexpo, 2007). The top 10 brands in the market are all owned by 
Chinese wine producers. The top four brands are Changyu, Great Wall, 
Tonghua and Dynasty. Currently, China's grape wine market has been 
monopolised by such domestic producers as Great Wall, Changyu and 
Dynasty. The market shares of the three giants are as high as 52%, the asset 
shares reach 38% of the industry, and the sales revenue even amount to 56% 
of the total (China Daily, 2004). 
 
Vertumne International & Associés (2004) indicates that although imported 
wines currently maintain the dominant position in the premium wine segment, 
foreign wines are not yet popular in China. While Chinese wine consumers are 
very familiar with domestic brands such as Changyu, Dynasty and Great Wall, 
very few know anything about foreign wines. This makes it difficult for Chinese 
consumers to distinguish different foreign wines and choose the right one for 
their purchase. 
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Li (2006) points out that foreign wines currently have a strong state-related 
brand-name reputation, but the influence is limited. For example, Chinese 
consumers cannot tell which French brands are more reliable, although they 
agree that French wine is good. Even some industry insiders know little about 
foreign wine brands. Besides, only a low number of consumers buy high-grade 
brands in large cities like Beijing, Shanghai and Guangzhou. 
 
According to Eijkhoff (2000), product promotion will be important in China's 
highly competitive consumer markets, such as Shanghai. A product’s success 
is largely dependent on advertising and promotion. Most local Chinese people 
are extremely influenced by advertisments and commercials, such as 
television, billboards, and in-store promotions.  
 
Li (2006) further indicates that in China, wine consumers’ decision-making is 
mostly based on advertising. Zhangyu, Dynasty and Great Wall brands are 
accepted by Chinese consumers due to their successful promotion. 
Impression on brands has become the main reason for consumers' purchasing 
actions. 
 
Li (2006) continues that the weakness of foreign wine brands is related to their 
operational mode. Due to traditional and legal restrictions, most European 
wine producing areas have low yields. Some famous wine producers with only 
a few ridges of grape vines produce a low annual output of 50,000 bottles. 
Thus, it is difficult for them to conduct large scale brand operation and sales. 
Besides, foreign brands lack acclimatization in sale methods. Wine businesses 
in foreign countries usually wait for buyers instead of actively marketing. That 
is a direct difference to Chinese custom. People in foreign countries often buy 
wine through wine clubs or at high-grade wine-tasting parties, or via special 
promotions. But these kinds of channels still cannot impact upon the Chinese 
market. Foreign counterparts are often surprised by Chinese ways of sales 
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promotions and collecting fees for entrance tickets and bottle openings. 
 
Li (2006) also states that foreign brands are sold in China via agents who 
undertake most of the market investments. However, conflicting aims between 
agents and enterprises often cause operations short of required standards. 
Some agents cannot adequately advertise or promote their goods due to 
excessive production lines. For example, one agent may market more than 
800 brands, that is impossible to conduct equal promotion for all brands. 
Besides, the costs of acting as a foreign wine agent are much bigger than 
those for domestic wine agents. In other words, agents of foreign brands 
experience more difficulties than those of domestic brands.  
 
Qu (2006) points out that due to the low density of imported wine customers, 
the general wine agents should establish the distribution channels and the 
co-operation relations with the domestic regions by themselves. That is hard 
work for them. In addition, it is risky for them to act as a new imported wine’s 
agent because the promotion cost is high for the startup. They will choose the 
foreign wineries with lots of consideration. Most of the imported wine agents 
who are in the market exploiting phase are cautious to import the new foreign 
wines. The mature imported wine agents who established the good distribution 
relations with the regional agents will be stricter in new wine choosing. As the 
wine of high recognition and promotion can be sold well, most of the imported 
wine agents, especially the new ones, need to get the funds from the foreign 
wineries to conduct the wine promotion in the prophase in order to reduce the 
market risk. As a result, it is not practical for most of the foreign wineries to 
invest heavily into the large Chinese market in brand publicising and 
advertisement due to their small scale and low production. That is the main 
obstacle for the foreign wineries to promote their products in the Chinese 
market. 
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3.2.4  Price 
 
Price is a major consideration to most Chinese, and imported wine is out of 
reach to most consumers. A bottle of domestic wine may retail for as little as 
US$3 while imported wine is generally US$10-20 a bottle or more (Canadian 
Embassy, 2003). Currently, domestic brands dominate the large, 
price-sensitive segment of the Shanghai market. The major domestic brands in 
Shanghai are Changyu, Great Wall, Dynasty, and Imperial Court. The retail 
price is around US$4 per bottle and attractive for consumers who cannot afford 
imported wine, which averages around US$12 per bottle (Buckalew, 2005). 
 
According to Vertumne International & Associés (2004), in the Chinese market, 
the typical Chinese consumer usually buys wines that are priced around or 
under RMB 30 (US$3.6) per bottle, while the price of most foreign wines is 
over RMB 40 (US$4.8) per bottle. This price gap has obvious influence 
because of the high price sensitivity of Chinese consumers. It also appears 
that Chinese consumers are starting to realise that domestic Chinese wines in 
the RMB 40-55 range are often of better quality than the imported foreign 
wines sold at RMB 75-95. 
 
In the Chinese market, imported wines cannot compete on price alone. For 
example, a bottle of Carlo Rossi currently is around US$7.5. Similarly, the least 
expensive bottle of domestic wine will be priced US$5 to US$10 lower than the 
least expensive imported one in restaurants (Gratton & Hagel, 2006). Plus 
freight cost, import tax, consumption tax, value-added tax, costs of 
transportation, management, promotion and sales labour, etc, as a result, 
imported wines with their average price around US$10 per bottle and above 
are far beyond the reach of most Chinese consumers (Reiss, 2006). 
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Lagos and Zhang (2004) stress that since Chinese incomes have not reached 
a sufficient level, and the middle and upper class Chinese do not have the 
knowledge to understand grape variety and quality differences, many 
consumers are not willing to spend money on high-end wines.  
 
According to Agri-food Trade Service (2002), in China, the prices of imported 
wine are usually several times higher than those of domestic wine. Consumer 
income levels will be the major determinant for the success of imported wine 
market in Shanghai. It is advised to concentrate on higher-income 
demographic groups until tariffs decline significantly enough to bring imported 
wine retail prices competitive with high-end domestic wine. 
 
3.2.5 Tariffs, Customs Duties and Taxes 
 
Reiss (2006) points out that in the past, one of the single greatest barriers of 
exporting wines to China is the duties. These high duties make it especially 
difficult to compete with the domestically produced wines at the under US$5 
retail level. In 1996, the import duty on wines was reduced from 80% to 70%. 
 
Cpexhibition (2006) states that since China became a member of the World 
Trade Organization (WTO) in 2001, as one of its commitments, China has 
lowered the import tariff on wine from 65 % to 14 % in 2004 (see Table 3.1). 
This measure provided a favourable opportunity for foreign wine producers. As 
a result, over one hundred wine brands from different countries have already 
entered the Chinese market. 
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Table 3.1: China’s tariff rates on wine 
 
China's tariff rates on wine  
 2001 2002 2003 2004* 
Containers (less than 2 liters) 44.6 34.4 24.2 14 
Others (bulk) 47 38 29 20 
Source: Cpexhibition (2006) 
*In addition to the above tariff rates, wine is subject to a value added tax (VAT) 
of 17% and a consumption tax of 10%. 
 
Buckalew (2005) indicates that the total import taxes for bottled and bulk wine 
consist of three separate taxes: the import tax rate, consumption tax rate, and 
VAT rate: 
Import tax rate (ITR) 
   Bottled wine            14% 
Bulk wine             20% 
Consumption tax rate (CTR) 10% 
VAT rate              17% 
 
The total import tax is calculated using a compound formula. Bottled wine is 
used for an example, the compound rate is calculated as the following:  
 
ITR (0.14) + CTR (0.10) + VAT rate (0.17) + (ITR (0.14) x VAT rate (0.17))Total 
import tax 
= 
1 – CTR (0.10) 
 
Simplifying: 
 
0.41 +  0.0238 0.4338Total 
import tax 
= 
0.9 
= 
0.9 
= 0.482 = 48.20%
Source: Buckalew (2005) 
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Therefore, the total import tax on bottled wine is 48.2%, and on bulk wine is 
56%. 
 
According to Gratton and Hagel (2006), the current tax levels are expected to 
remain constant for the near future, although if imported wine begins to 
dominate the domestic wine market, the government may consider raising the 
consumption tax to equal the market requirements. 
 
3.2.6 Distribution, Transportation and Storage 
 
Reiss (2006) indicates that the distribution system for wines is currently chaotic 
in China. Distributors have now found it difficult to set up network by 
themselves without support from the government. It is a major obstacle for 
foreign wineries to find a suitable wine cellar or refrigerated storage in China. 
In fact, the lack of proper facilities and distribution is one main cause for some 
foreign wineries’ failure in developing their business in China. 
 
Canadian Embassy (2003) states that Chinese domestic distribution channels 
for imported wine are still in their infancy. The importer or brand owner must be 
directly involved in the actual selling by working intimately with the domestic 
distributor. For a complicated product like wine, it is difficult to convince the 
distributor to devote their own resources to develop their territory customer 
base for the imported products. Chinese distributors serve mainly as 
warehouse and invoicing agents who are reluctant to conduct the large-scale 
promotion without sufficient funds from foreign wineries. 
 
According to Eijkhoff (2000), the distribution system is decentralized in China. 
Both importers and domestic producers have to face a major problem due to 
the lack of a national distribution network. Inter-regional trade has traditionally 
been weak. Each region has the mandate to oversee its own food and 
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beverage industry. As a result, regional officials often consider local economies 
with proprietary interest and frequently create barriers for goods from other 
regions or countries. The development of retail chains is expected to improve 
this situation. In some cases, it may be necessary for producers to invest in the 
development of their own distribution system to avoid the ineffectiveness of the 
existing system. 
 
Eijkhoff (2000) continues that distribution is the chief factor limiting market 
development in China. However, the government policies support the trend of 
industry concentration, and several large brewing companies are expected to 
emerge over the next 15 years. On the other hand, although adequate 
amounts of storage facilities exist at most ports, the quality of the storages may 
not have the proper capabilities for wine storage. Most storage facilities are 
fine for general cargo, but they are rarely climate controlled. This will be a 
particular concern for imported wine products which have at least minimal 
storage requirements to maintain their quality. Due to the general trend of 
lowering tariffs and the growing popularity of wine, these problems are 
expected to be resolved over the next five to ten years. 
 
Australian wine and brandy corporation (2005) points out that distribution is a 
key to success in China. The distribution networks have been improved during 
the recent economic growth, particularly around the major urban areas with the 
construction of roads, highways and infrastructure. 
 
Eijkhoff (2000) also indicates that transportation can be inefficient and costly 
due to the insufficient infrastructure in China. Transportation systems differ by 
regions and markets. Exporters will likely find it difficult to enter the entire 
Chinese market, as a result, they will need to explore opportunities in regional 
markets. Shipping is the easiest mode of transport. Many existing and planned 
plants are on the coast or along rivers in order to take advantage of these 
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natural transportation routes. 
 
3.2.7 Import regulations and laws 
 
Although wine consumption is developing fast in China, alcohol related 
regulations are almost inexistent. This climate of relaxed standards results in 
some poor quality wine being sold in China’s market (Reiss, 2006). Since there 
are no laws regulating the industry, a varietal wine can contain a high percent 
of another grape than the label states, and such labels are mostly less 
meaningful to consumers. Although the wine industry has debated using the 
French or German system, the official regulation on vine classification has not 
yet been issued (Foodreference, 2006). 
 
Eijkhoff (2000) stresses that there is no system yet of quality protection like the 
Appellation Controleé in China. Bottlers are supposed to list the ingredients on 
the label, but some parts are often left unlabelled. Generally, a bottle of wine 
carries a local label, however, it might contain cheap table wine from Spain that 
has stayed for months in a giant plastic shipping bag. No law stipulates that 
red wine should be made from grapes, though there is a "recommended 
standard" that grapes should be used for at least half the content. As a result, 
much of the wine in China is of poor quality. 
 
Furthermore, Balfour and Matlack (2006) point out that China lacks any formal 
system of control of origin like those in France and Italy. Drinkers would find it 
difficult to know where a bottle of wine actually comes from regardless of what 
the label says. In fact, many wineries import bulk wine from Chile, Spain, or 
Argentina, then place a Chinese label on the bottle. 
 
According to Eijkhoff (2000), several requirements are necessary when foreign 
wine enter the Chinese market as the following: 
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? Local standards and regulations. China implements some particular 
standards and certification practices, although their trading partners regard 
those as barriers to trade. A quality license is required for manufactured 
goods before they can be imported into China. However, it could be a 
time-consuming and expensive process to obtain such licenses. The 
Chinese government often requires testing and certifications of foreign 
products to ensure compliance with standards and specifications unknown 
or unavailable to the exporters.   
 
? Health, phytosanitary and food safety. China continues to use 
unscientifically based standards and certifications, despite multilateral 
commitments and market access agreements exist. China's phytosanitary 
standards are often excessively strict, unevenly applied, and not backed 
by modern scientific practices. The National Health and Quarantine 
Administration requires all imported food items to be affixed with a laser 
sticker indicating the products safety. The stickers are charged five to 
seven cents and affixed under state administration. 
 
? Packaging and labelling. From September 1, 1996, all food products 
(domestic and imported) are required to carry Chinese labels clearly 
stating the type of food, brand name, trademark, manufacturer name and 
address, country of origin, ingredients, date of production, and product 
expiry date. The Mandrin (simplified characters) language requirements 
must be met on the label except other information. In addition, the new 
labelling requirements will satisfy more consumers’ needs and protect 
consumers, producers and retailers from fake, inferior, or expired food in 
the market. 
 
? Required documentation and authentication of documents. In general, 
exporters must comply with the importers or shippers’ instructions for the 
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number of copies of each required document. The information in each 
document should correspond exactly to the details contained in other 
documents for the same shipment. The description of the goods must be 
clear, concise and incorporate all relevant details and costs. A responsible 
official of the exporting firm (or authorized agent) must sign the document. 
The Chinese government requires that some documents must be 
authenticated, such as certificates of sale and letters authorizing an 
exporter's local agent or importer to act on their behalf.  
 
Agri-food Trade Service (2002) indicates that three licenses are required for 
imported wine to enter China. First, a license is needed from the China 
National Cereals, Oils and Foodstuffs Import Export Corporation (CEROILS), 
which is the state monopoly traditionally responsible for wine imports. Second, 
a business license is required from the "Industrial and Commercial 
Administration Board". Third, a Hygiene certificate for imported products must 
be obtained from the China’s Administration of Quality Supervision, Inspection 
and Quarantine (AQSIQ) before the products are allowed to enter the country. 
 
Although many foreign companies continue to attach stickers to their products, 
the law was issued to ban the use of temporary adhesive labels in 2002. Since 
late March of 2004, China has been enforcing a new labelling law that requires 
pre-packaged food and beverage products (including alcoholic beverages) to 
include specific information in Chinese. Currently, it applies only to delivery 
units and not shipping units and bulk merchandise (Lagos & Zhang, 2004). 
Besides, China’s labelling regulations are quite strict about appellation claims. 
Production and sales licenses must be provided by importers from the wine 
maker to prove appellation claims on the label. The process of getting a label 
approved is still lengthy. Therefore, it is important and helpful to thoroughly 
review the regulations (Gratton & Hagel, 2006). 
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3.2.8 Counterfeiting  
 
China Daily (2004) states that it is one of the reasons for the small market 
share of foreign wine brands that imported wine sales were affected by 
counterfeit products and wine smuggled into the market in China.  
 
According to Stewart (2006), to gain the reputation and respect of its foreign 
competitors, China still has a long way to go. Many wineries produce the 
country's current vintages by blending Chinese grapes and imported bulk 
wines from Chile and Australia. The lack of any formal system of control of 
origin like those in Italy and France also affects China's wine industry. Some 
historic wine labels, such as Sassicaia, Chateau Mouton Rothschild and 
Penfolds Grange, have become the target of counterfeiting in China. This 
issue seriously weakens the credibility of China’s wine industry overseas.  
 
Foodreference (2006) indicates that some producers in China blend wine with 
water, fermented cereals, colouring matter and sugar, to create a concoction 
that try to resemble wine. 
 
Eijkhoff (2000) points out that counterfeiting is widely existent in China. Some 
wine is made from cheap apple-juice concentrate, with grain alcohol and color 
added, and some is just colored sugar water with flavoring and alcohol. As 
China does not have enough grape fields to meet the market demand, it is 
hard to believe that any of the big local companies will not import cheap bulk 
wine from other countries. Consequently, even China's best-known local labels 
are wrapped around bottles of cheap Western table wine, although they 
continue to claim that they are made in China. Fortunately, China is aware of 
and taking action against illegitimate use of famous brand names and fake 
products. 
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3.2.9  Difficult to find suitable partners or agents 
 
According to He (2006), to exploit market, more and more foreign wineries 
come to China and co-operate with Chinese counterparts by means of setting 
up agencies, sharing distribution channels and selling imported original wines 
by attaching foreign brands. Foreign wineries can gain essential support from 
Chinese counterparts which are familiar with Chinese characteristics and wine 
culture to exploit market. Although foreign wines have their advantage to own 
top graded quality and centuries-old wine culture, it is difficult for foreign 
wineries to exploit markets by themselves in the short term for the reason that 
they do not understand Chinese consumers’ appetite and Chinese wine culture 
at all. Therefore, it is crucial for foreign wineries to co-operate with Chinese 
wine partners or agents to exploit markets together. 
 
Gratton and Hagel (2006) state that a suitable Chinese agent can be useful to 
foreign wineries by: explaining tariffs and labelling requirements, helping a 
seller quickly register wine so it can be imported, and helping import small 
quantities hassle-free for trade shows and tastings. It is a very effective way of 
staying visible in the market to arrange annual visits to current and potential 
buyers in China with the help of an agent. In addition, agents can assist foreign 
wineries to build good relationships with their clients, which is an essential 
element for success in China. 
 
Qu (2006) indicates that there are few imported wine agents in China. Due to 
the high promotion cost in the prophase, most of the imported wine agents, 
especially the new one, want to obtain funds from the foreign wineries to do 
wine promotion in order to reduce market risk. But usually, most foreign 
producers have a low production and insufficient money for advertisement. In 
addition, there are no professional wine wholesalers in China. The agents 
themselves have to establish the distribution channel, and sometimes this is 
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really difficult for them to do that. Due to these factors, the agents are very 
cautious before importing foreign wines and dealing with foreign vintners. As a 
result, it is not easy for the foreign vintners to find a suitable wine agent in 
China. 
 
3.2.10  Others 
 
According to Eijkhoff (2000), foreign wineries should also pay attention to 
some unobvious issues in the Chinese market as the following: 
 
? Besides tariffs, foreign wines also need to face non-tariff barriers, import 
restrictions, government monopolies, currency restrictions and strict 
labelling requirements. China still maintains a large number of non-tariff 
measures (NTMs), such as quotas and licensing requirements, to 
implement its trade and industrial policies. In addition to quotas and 
licensing requirements, China also restricts the type and number of entities 
within China which have the legal right to engage in international trade. 
Foreign exchange balancing regulations could also further restrict imports 
even for firms that possess the right to import. 
 
? The payment is sometimes lengthy. Foreign exchange delays of one to two 
months are currently reported after local currency cover is made. Local 
currency delays average up to one month. The import cover is currently 
6-8 months.  
 
? Committing something to paper usually requires the approval of many 
people throughout the bureaucracy. Person to person dialogue is the 
preferred method of communication. Writing (letters, faxes, memos) is the 
least preferred method. 
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? Some foreign traders often complain about China's customs valuation 
practices. Different ports of entry may charge different duty rates on the 
same products. Due to flexibility at the local level in deciding whether to 
charge the official rate, actual customs duties are often the result of 
negotiations between business people and Chinese customs officers. 
 
Eijkhoff (2000) continues that although China's import approval process 
remains complex, China is taking some important steps to streamline the 
process and to gradually reduce the range of imports non-tariff barriers. The 
government has published many import administration laws and regulations in 
an attempt to make China's trade policies more transparent. China has also 
taken steps to eliminate import restrictions in accordance with its international 
trade commitments. 
 
3.3  MARKET ENTRY STRATEGIES 
 
Nieman, Hough and Nieuwenhuizen (2003: 308) state that the method of entry 
into a market and the mode of operating overseas are dependent on the goals 
of the entrepreneur and the firm’s strengths and weaknesses. 
 
According to Johnson and Turner (2003: 116), market entry modes in three 
general categories can be diagrammatically expressed in the following Figure 
3.1: 
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Figure 3.1: Market entry modes 
Market entry modes 
Contractual       Trade Equity-based/FDI* 
Indirect 
export 
Direct 
export 
Joint 
venture 
Greenfield 
Licensing Franchising Turkey Management contracting 
M & A* 
 
*FDI means foreign direct investment. 
*M & A means mergers and acquisitions. 
Source: Johnson and Turner (2003: 116) 
 
The major entry modes will be discussed in terms of the perceived degree of 
risk, market involvement and degree of control as follows: 
 
3.3.1 Exporting 
 
Exporting is where a company sells its physical products manufactured outside 
the target country to the target country (Lee & Carter, 2005: 173). 
 
According to Johnson and Turner (2003: 114), exporting is traditionally used by 
firms as one of the first methods to internationalize their activities. Besides, 
exporting is relatively straightforward and less risky than other forms of 
internationalization and offers a relatively cheap and simple exit strategy. 
Conventionally, exporting is divided into two categories, namely direct and 
indirect exporting. 
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3.3.1.1  Direct exporting 
 
Jeannet and Hennessey (2004: 292) state that direct exporting means a 
company exports through intermediaries located in the foreign markets. 
Although this method of market entry requires a large degree of expertise, it 
provides the company with a great degree of control over its distribution 
channels. 
 
According to Lee and Carter (2005: 173), direct exporting is involved in the 
following types: 
 
? Agents 
? Distributors 
? E-commerce 
? E-business 
? Interactive TV 
 
3.3.1.2  Indirect exporting 
 
Jeannet and Hennessey (2004: 292) point out that indirect exporting is 
adopted by a manufacturer when it contacts international markets or buyers 
through several types of intermediaries located in the domestic market. 
Particularly, a domestic intermediary provides readily available expertise to 
companies with little or no experience in exporting. 
 
Lee and Carter (2005: 173) indicate that indirect exporting includes the 
followings: 
 
? Via domestic organizations 
? Trading companies 
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? Export houses 
? Piggy backing 
 
3.3.2 Licensing 
 
According to Nieman, Hough and Nieuwenhuizen (2003: 309), licensing 
involves a manufacturer giving a foreign manufacturer the right to use a patent, 
trademark, technology, production process or product in return for the payment 
of a royalty. This method is most appropriate when the entrepreneur has no 
intention of entering a particular market through exporting or direct investment. 
 
Johnson and Turner (2003: 117) state that licensing requires little or no 
commitment of resources by licensors. It saves capital because no additional 
investment is necessary and allows scarce managerial resources to be 
concentrated on more lucrative markets. Moreover, licensing also enables 
firms to avoid restrictive host country regulations. 
 
However, licensing does not provide a basis for further expansion into a 
market. As a result, the licensor gains only limited expertise. In addition, 
licensing can possibly create competitors for the licensor by handing over core 
competences to potential competitors (Czinkota & Ronkainen, 2007: 292). 
Furthermore, a licensor’s image may be affected if a local licensee markets a 
product of substandard quality (Jeannet & Hennessey, 2004: 296). 
 
3.3.3 Franchising 
 
Franchising is a special form of licensing in which the franchiser grants the 
franchisee the right to use the former’s brand name, logo, products, business 
models, and a package including the market plan, operation manuals, 
standards, training, and quality monitoring (Kotabe & Helsen 2004: 275). 
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Usually, as the total operation of the franchisee is prescribed, the franchise 
agreement is more comprehensive than a regular licensing agreement 
(Jeannet & Hennessey, 2004: 296). 
 
Czinkota and Ronkainen (2007: 293) point out that franchising has been used 
by various types of businesses in many countries and, the major forms of 
franchising are manufacturer-retailer systems (car dealerships), 
manufacturer-wholesaler systems (soft drink companies), and service 
firm-retailer systems (lodging services and fast food outlets). 
 
3.3.4 Joint ventures 
 
According to Czinkota and Ronkainen (2007: 300), joint ventures are long-term 
co-operations of two or more organizations sharing assets, risks, and profits. 
The partners can both contribute to the joint venture and invest into funds, 
technology, know-how, sales organizations, or plant and equipment. 
 
Lee and Carter (2005: 173) state that a joint venture is also an arrangement in 
which a firm is required to share equity and control of a venture with a partner 
from the host country. 
 
Czinkota and Ronkainen (2007: 301) indicate that joint ventures can 
concentrate resources and lead to a better outcome for each partner than 
working individually. Particularly, it is beneficial to the joint venture when each 
partner has a specialised advantage in different areas. In addition, joint 
ventures can obtain better relationships with local government. With the local 
partner’s political influence, a joint venture may be eligible for tax incentives, 
grants, and government support. The process of certifications or licenses may 
be easier with local authorities. Obviously, the joint venture may be less 
vulnerable to political risk. 
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On the other hand, a joint venture sometimes leads to inefficiencies and 
disputes over responsibility for the venture. Usually, it may be difficult for a joint 
venture company to accept the same methods of the partner’s strictly defined 
operating procedures (Jeannet & Hennessey, 2004: 300). Furthermore, major 
problems may arise when the partners have conflicts of interest, problems with 
disclosure of sensitive information, and disagreement over how to share profits 
(Czinkota & Ronkainen, 2007: 301). 
 
3.4 FACTORS INFLUENCING THE CHOICE AND IMPORTANCE OF 
MARKET ENTRY MODE 
 
According to Lee and Carter (2005: 174), a number of factors as the ones 
stated below can influence the choice and importance of market entry mode: 
 
? Corporate objectives and resources. May limit the choice decision, 
especially for an Small and Medium Enterprise (SME). 
 
? Level of involvement. The more the involvement, the more likely a choice 
of shared or wholly owned and controlled mode of entry. 
 
? Level of risk and control. The more the political, financial, contractual, 
distribution and cultural risk, the more likely a marketing orientated or 
contractual mode will be favoured. 
 
? Nature of market, competition, product, consumer and market coverage. 
 
? Speed of entry. If speed of entry is of the essence, the more likely a 
contractual mode or marketing mode will be favoured. E-business has 
created a ‘speedy’ means of doing business as well as affording a 
cost-effective method. 
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 ? Investment and market costs. The higher the marketing and investment 
costs, the more contractual and marketing modes will be favoured. 
 
? Administrative requirements. Large or small size, type and functions. 
 
? Flexibility. Agents, distributors and retailers. 
 
? Payback. 
 
The corresponding Figure 3.2 is illustrated as the followings: 
 
Figure 3.2: Factors that influence the choice and importance of market entry 
mode 
Market Entry 
Mode 
Corporate objectives and resources Level of involvement 
Level of risk and control Nature of market, competition,etc. 
Flexibility Payback 
Speed of entry Investment and market costs Administrative requirements 
 
Source: Lee and Carter (2005: 174) 
 
Jeannet and Hennessey (2004: 315) indicate that most entry strategies in 
reality consist of a combination of different modes. Companies rarely adopt a 
single entry mode per country in terms of their characteristics and the market 
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requirements. Besides, entry strategies will rarely be permanent, as they will 
have to be adapted to the most recent situation. 
 
Lee and Carter (2005: 180) confirm that it is complex to make a choice on 
market entry strategy and mode due to different objectives of management, 
product markets and cultural and competitive factors. On the other hand, 
companies must consider not only present cost structures but also the 
ever-changing economic and political environment. 
 
Jeannet and Hennessey (2004: 317) point out that the type of entry strategy 
can clearly affect later market success, and the entry decisions need to be 
based on careful analysis in order to make the correct entry decision become a 
key competitive advantage for a firm. 
 
3.5 CONCLUSION 
 
To help foreign vintners understand the wine market in China well and to 
reduce investment risk, this chapter firstly discussed the main factors which 
can affect imported wine’s success in the Chinese market. It is vital for foreign 
wineries to carefully take account of these factors when they market their 
products in China. Furthermore, the major market entry strategies and modes 
are introduced and studied. It is important to realise that different strategies 
may be employed by a company when circumstances demand. Finally, factors 
influencing the choice and importance of market entry mode are provided to 
companies when they choose an entry strategy. Thus, a company must be 
flexible enough to change its strategy along with market requirements. 
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CHAPTER 4 
 
RESEARCH METHODOLOGY AND DESIGN  
 
 
4.1 INTRODUCTION 
 
Based on the literature study, this dissertation explored the various aspects of 
the current wine market in China in order to provide a comprehensive overview 
and understanding of this fast developing market. Furthermore, the previous 
chapters revealed and discussed the unique characteristics of the wine market 
in China which differ to those in South Africa. Finally, the main factors that 
affect imported wine’s success in the Chinese market were probed in an 
attempt to assist foreign wineries to assess the potential risks and to make a 
proper market strategy when they enter the wine market in China. 
 
In chapter 2, the Chinese wine industry and market were reviewed in the 
literature study, including its history, status quo, scale and development trends 
in order to assist in solving the sub-problem of this study, namely, 
 
? What does the literature reveal to cause a rapid increase in demand for 
imported wine in China? 
 
Chapter 3 discussed the factors that affect imported wine entering the Chinese 
market and explained market entry strategies. The information gained from 
this chapter could partially help answer the two sub-problems, namely, 
 
? What main factors identified by the importers in China influence the sales 
of imported wine in the Chinese market? 
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? What marketing strategies could be applied to stimulate the sales of South 
African wine in the Chinese market? 
 
This chapter focuses on aspects of the research methodology used to identify 
and investigate the research problems. The research design, data collection, 
sampling, questionnaire design and pilot study are discussed. Chapter 5 will 
explain the data analysis and findings of the empirical study in order to solve 
above sub-problems and main problem by integrating information gathered 
from the previous literature study. Chapter 5 will also answer the other 
sub-problem, namely, 
 
? What roles can the importers in China play in enhancing the sales of South 
African wine in China? 
 
 
4.2  RESEARCH METHODOLOGY 
 
Weaver and Oppermann (2000: 411) define research methodology as a set of 
procedures and methods that are used to carry out a search for knowledge 
within a particular type of research. In this study, the research methodology 
refers to research design, data collection method, the questionnaire design, 
pilot study, validity and reliability, and the data analysis of the empirical study. 
 
Leedy (1997: 9) points out that research methodology guides the research 
effort, controls a study, dictates the acquisition of data, sets up a means of 
redefining the raw data and formulates an approach to manifest the underlying 
meaning. Critical decisions are made and the principles of organising, planning 
and directing are applied in developing the research methodology. 
 
 
 97
4.3  RESEARCH DESIGN 
 
According to Leedy and Ormrod (2001: 4), research is the systematic process 
of collecting and analysing information (data) to increase the understanding of 
a problem or phenomenon about which the researcher is concerned or 
interested. 
 
Leedy (1993: 12) states that certain criteria are commonly applied to all true 
research and must be built into the planning stage of research design. These 
criteria are listed as the following: 
 
? Research is a human activity that promotes critical thinking in a 
crossfunctional approach. 
 
? If there is no discovery, there is no research. 
 
? There must be the interpretation of data for the enlightening awareness of 
what the facts mean. 
 
? Research must always answer questions to solve problems. 
 
? Effective research is rational, systematic and is guided by constructive, 
critical assumptions and measurable data. 
 
Wegner (2000: 19) notes that the research design explains the research 
approach which presents the method to collect and analyse the data. It will 
help to resolve the research problem by means of providing accurate and clear 
data, and it can ensure that the research will have a high level of ability in 
practical operation. 
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Welman and Kruger (2002: 46) indicate that a research design can be defined 
as the plan to describe the research respondents involved in the marketing 
research and to describe the methods of gathering data. 
 
 
4.3.1 Types of research 
 
According to Aaker et al (2004: 75), three types of research can be applied to 
research design, namely, exploratory research, descriptive research and 
causal research. They are stated as the following: 
 
? Exploratory research 
 
According to Wegner (2000: 20), exploratory research can be used to collect 
and analyse qualitative data in order to explore an unresearched phenomenon. 
 
Sekaran (2003: 123) explains that exploratory research can always contribute 
to research in which few prior researchers have studied similar problems in a 
particular field. 
 
? Descriptive research 
 
According to Parasuraman et al (2004: 72), descriptive research is to 
appropriately collect or analyse the quantitative data. 
 
Churchill (2001: 126) indicates that the researcher employs descriptive 
research to describe the characteristics of a research problem and summarise 
the attributes of a phenomenon. 
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Baines and Chansarkar (2002: 5) state that questionnaires are primarily used 
to describe the characteristics of a target group of respondents in a descriptive 
research. 
 
? Causal research 
 
Tustin et al (2005: 87) describe that causal research is used to examine 
cause-and-effect relationships and it always employs experiments to examine 
the cause-and-effect relationships between two or more variables. 
 
For the purposes and characteristics of this study, descriptive research was 
chosen as the most appropriate approach in collecting and analysing the 
quantitative data to solve the research problems. 
 
4.3.2 Choosing the most appropriate research method 
 
Kent (1999: 8) indicates that there are two research methods, namely, 
qualitative and quantitative methods. They are described as follows: 
 
? Qualitative research 
 
According to Van Biljon (1999: 41), the aim of qualitative research is to study 
individuals and phenomena in their natural settings to gain a better 
understanding of them. It is also obvious that qualitative research does not 
follow a fixed set of procedures. 
 
Parasuraman et al (2004: 195) state that qualitative research is usually 
employed for exploratory research and focuses on small respondent samples. 
It collects, analyses and interprets data that cannot be meaningfully quantified. 
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 Mouton and Marais (1992: 155) describe qualitative research as the method in 
which the procedures are not strictly formalised, where the scope is more likely 
to be under-defined, and a more philosophical mode of operation is adopted. 
 
Proctor (1997: 155) points out that the primary techniques used in qualitative 
research include the focus group interview, the in-depth interview, projective 
techniques (word-association tests, sentences, story completion, cartoon tests, 
third-person techniques and analogies). 
 
? Quantitative research 
 
Parasuraman et al (2004: 195) indicate that quantitative research is usually 
adopted to collect, analyse and interpret data to describe the characteristics of 
large respondent samples. It is appropriate for collecting quantitative data and 
always employs a questionnaire survey as a research technique. 
 
According to Mouton and Marais (1992: 159), quantitative research is more 
highly formalised as well as more explicitly controlled than qualitative research 
with a range that is more exactly defined.  
 
Baines and Chansarkar (2002: 23) maintain that the data will be quantified in 
quantitative research by percentages being analysed and by descriptive 
statistics. 
 
According to Leedy (1993: 145), how to choose the appropriate research 
method is based on the nature of the data, the problem of the research, the 
location of the data, obtaining the data and the intention with the data.  
 
Van Biljon (1999: 37) points out that whether research projects have a more 
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qualitative or more quantitative nature plays an important role in decisions on 
what process to follow and which measuring instruments to choose. Generally, 
if the data is verbal, the research methodology is qualitative; if it is numerical, 
the research methodology is quantitative. 
 
Due to the nature and characteristics of this study, quantitative research was 
used as the proper research method to help obtain statistical data and answer 
the research problems. 
 
4.4 PLANNING THE EMPIRICAL STUDY 
 
As an indispensable part of the research, the empirical study focuses on such 
issues as: data collection method, data collecting instrument and design, 
pre-testing or pilot study, sampling techniques and so on. In this study, the 
researcher used e-mail survey with a questionnaire developed from the 
literature study as the data collecting instrument to conduct the empirical study. 
The data gathered from the questionnaire were then statistically analysed. The 
process was explained in the following sections. 
 
4.5 DATA COLLECTION METHOD 
 
Aaker et al (2004: 432) explains that data collection is critical in obtaining 
useful knowledge for an individual research by examining the raw data from 
the questionnaires. 
 
According to Wegner (2000: 70), three data collection methods are applied to 
quantitative research, namely: observation, experimentation and use of a 
survey. 
 
In general, observation cannot allow the researcher to determine the 
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respondents’ attitudes and feelings. Besides, it is expensive and time 
consuming to conduct observation (Ferreira 2005: 25). Since this study does 
not employ experiments to examine the cause-and-effect relationships 
between two or more variables, experimentation will not be chosen as the 
appropriate data collection method in this study. Consequently, the survey was 
chosen as the suitable data collection method for this study. 
 
4.6 THE SURVEY 
 
Weaver and Lawton (2002: 390) state that the survey is the most common 
method for conducting primary research in the social sciences and business 
research. It allows the researcher to collect a large amount of data from a 
sizeable population in an economical manner. 
 
Wegner (2000: 24) indicates that the survey is regarded as the most frequently 
used method for data collection rather than the other two methods in the field 
of marketing research. Researchers can use this method to collect data 
directly by questioning respondents. Cooper and Schindler (1998: 287) also 
point out that questioning is more efficient and economical than observation. 
The questionnaire is one of the most widely used survey data collection 
techniques. 
 
Wegner (2000: 73) continues that the survey is usually conducted in four 
approaches namely, personal interviews, postal surveys, telephone surveys 
and internet surveys. 
 
Due to the consideration of the cost in data collection and the long distance 
between South Africa and China, internet survey is the appropriate method by 
means of E-mail in this study. 
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4.7 QUESTIONNAIRE DESIGN 
 
Parasuraman (1990: 363) describes a questionnaire as a carefully designed 
set of questions to generate the necessary data for accomplishing a research 
project’s objectives. 
 
According to Wegner (2000: 90), the questionnaire is an important tool in 
conducting surveys. Behr (1988: 156) maintains that the questionnaire is 
referred as to a document normally distributed through a certain way to be 
filled out by respondents. It allows the researcher to collect a large amount of 
data in a relatively short time. 
 
Kerlinger (1986: 442) explains the advantages of using the questionnaire as 
the following: 
 
? It is more acknowledged as a research instrument than an interview. 
 
? It is generally the cheapest method for surveys over wide geographical 
distances. 
 
? It allows respondents to have enough time in thinking about how to answer 
the questions. 
 
? It is the only means of communication between the researcher and the 
respondents, thus, the information provided to the respondents is the 
same in all statements. 
 
? It can collect information from many respondents rapidly. 
 
Sekaran (2003: 237) indicates that the questionnaire design process needs to 
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focus on the wording of questions, planning how variables will be categorised, 
scaled and coded after the receipt of responses, and the general appearance 
of the questionnaire. 
 
According to Riley et al (2000: 96), the following issues should be taken into 
account in questionnaire design: 
 
? Language should be simple and concise. 
 
? Do not make unrealistic demands of those who fill in the questionnaire. 
 
? Each question should be polite. 
 
? Each question should ask about only one topic. 
 
? Each question should have no “escape route”, for example, “don’t know”, 
“no comment”. 
 
? Be straightforward and guard against double meanings. 
 
? Get the question order right. 
 
? Make the layout easy to follow. 
 
? Give clear instructions. 
 
? Test the questionnaire first. 
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4.7.1 Types of questions 
 
Martins, Loubser and Van Wyk (1996: 73) point out that six types of questions 
can be used in a questionnaire. Such types are set out below: 
 
? Open-ended questions, which give the respondent the opportunity to 
respond in his or her own words. 
 
? Closed-ended questions, which make use of a “yes or “no” as a 
response. 
 
? Checklist questions, which provide the respondent with a list of possible 
solutions. The respondent then selects those solutions that best suit his or 
her particular situation. 
 
? Multiple-choice questions, which give the respondent a number of 
solutions. The respondent is then requested to select the one solution that 
best suit his or her particular situation. 
 
? Ranking scale questions, which supply the respondent with a list of items 
that relate to the question. The respondent is then asked to rank these 
items from the highest to lowest priority, or lowest to highest priority. 
 
? Likert scale questions, which allow the researcher to gauge the 
respondent’s attitude toward a concept. The question is normally in the 
format of a statement and has a scale that allows the respondent to 
indicate the degree to which he or she agrees or disagrees with the 
statement. 
 
The questionnaire designed for this study (see Annexure B, D) contains five 
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sections: 
 
? Section 1:  Demographics information 
 
? Section 2:  The driving factors causing a rapid increase in wine imports 
 
? Section 3:  The factors that influence the sales of imported wine in the   
wine market in China 
 
? Section 4:  The roles that the importers and agents in China can play in   
marketing imported wine 
 
? Section 5:  The strategies that can be applied to enhance the sales of 
South African wine in China 
 
Apart from open-ended questions, the other five types of questions are applied 
in this questionnaire. The questionnaire is attached by a covering letter (see 
Annexure A, C) which explains the objectives of the study and invites 
recipients to participate in the research. 
 
4.7.2 Wording of questions 
 
Wegner (2000: 91) indicates that the questions in questionnaires must be 
clearly and accurately expressed for respondents to avoid errors in analysing 
data. 
 
According to Thomas (1996: 121), questions should not lead respondents who 
do not have clear views of their own on a particular issue to provide certain 
answers. Grammar should be simple and the aspects that respondents have to 
keep in mind should be limited in order to understand the questions. Specific 
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terms should be used in preference to abstract ones, ensuring a clear 
understanding of the question by the respondent, namely, the questions should 
be easy for the respondent to reply.  
 
To ensure that each statement is clear and concise, the researcher paid great 
attention to the development of the questionnaire used for this study. 
 
4.7.3 Length of questionnaire 
 
Wegner (2000: 96) states that the questions in a questionnaire should be kept 
as short and as simple as possible. 
 
Thomas (1996: 121) points out that a questionnaire should not be long and 
complicated. More pages with a clear and user-friendly layout are better than 
few pages with a cramped and forbidding layout. 
 
The length of questionnaire in this study was considered during the design 
process to avoid the respondents’ possible careless manner. 
 
4.8 PRE-TESTING THE QUESTIONNAIRE 
 
Churchill (2001: 340) explains that the pre-testing always employs a limited 
number of sampling respondents from the target sample representative of the 
respondents as a necessary test before delivering a questionnaire. The results 
of the pre-testing can help a researcher discover potential shortcomings in a 
questionnaire and revise the method of data collection and the questionnaire 
design. 
 
Jackson (1995: 383) also states that the pre-testing of questionnaire is just as 
important as designing questions. A small group of people are given the 
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questionnaire or interview schedule to test the questions. These people should 
be similar to the target population. The functions of the pre-testing are 
explained as the following: 
 
? To identify and eliminate variations in respondents’ understanding and 
interpretation of the questionnaire. 
 
? To indicate how well the respondents understand the questions and which 
questions may be ambiguous and unclear. 
 
? To assist the researcher in assessing the time involved in completing the 
questionnaire. 
 
? To assist the researcher in identifying and amending any errors in the 
sequencing of questions. 
 
In this study, nine wine importers or agents in Guangzhou who are running 
national wide business were involved in conducting the pre-testing of 
questionnaire used for this research. As the two biggest coastal cities in the 
southeast of China, Shanghai and Guangzhou have a tight business relation 
and intercommunion in the wine market. These nine importers or agents in 
Guangzhou also have business operations in Shanghai. Therefore, they are 
similar to the target population and suitable to conduct the pre-testing. After the 
feedback from these respondents was obtained, a few minor adjustments were 
made to the questions for the final distribution. 
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4.9 THE RESEARCH POPULATION AND SAMPLE 
 
Burns (2000: 83) describes a population as a special group of people who 
have at least one characteristic in common; they must be defined specifically 
and unambiguously.  
 
For the purpose of this study, the research population consists of all 29 
authorised wine importers or agents in Shanghai which introduce imported 
wine into the Chinese market through legal channels. 
 
According to Leedy (1993: 199), a sample should be carefully chosen to reflect 
all the characteristics of the total population in the same relationship that they 
would be found in the total population. 
 
Cooper and Schindler (2003: 190) point out that the larger sample size is 
usually better. Saunders et al (2003: 151) also state that the larger the sample 
size, the lower the error in generalising to the population. In addition, it is 
possible to survey the entire population when it is of manageable size. 
 
In consideration of the above principles, all 29 authorised wine importers or 
agents in Shanghai were chosen as the sample in this study which covers the 
entire research population. 
 
4. 10  INTERNET SURVEY 
 
Due to the cost and time of doing the survey in this study, the researcher chose 
Internet survey via E-mail as the appropriate method. 
 
Kemp (1997: 181) indicates that a mail survey is relatively cheap, one person 
can handle the administration. There is more anonymity than with other forms 
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of communication and a mailed questionnaire may be easily standardised. 
 
According to Cooper and Schindler (1998: 303), some advantages and 
disadvantages of the computer-delivered, self-administered questionnaires 
using organisational Intranets, the Internet, or online services are explained as 
the following: 
 
Advantages of an Internet survey: 
 
? Data collection can be rapid. 
 
? More complex instruments can be used. 
 
? Respondents who cannot be reached by phone may be accessible. 
 
? Fast access is provided for those who are computer-literate. 
 
? Research can be focused on locations rather than respondents. 
 
Disadvantages of an Internet survey: 
 
? Computer security might be breached. 
 
? Questionnaire completion might take place in a disruptive environment. 
 
? Anxiety among some respondents might occur. 
 
? A low-distraction environment is required for survey completion. 
 
? E-mail addresses of respondents might not be available to the researcher. 
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? The respondents’ access to Internet might be erratic, difficult or 
non-existent. 
 
? Easy access to E-mail and a group distribution list might be abused 
through the posting of questionnaires and reminders. 
 
According to the above principles, the researcher sufficiently took advantage of 
the convenience of E-mail in conducting the survey for this study. At the same 
time, the disadvantages and potential problems were also carefully considered 
in the survey procedure. 
 
4.11  ADMINISTERING THE QUESTIONNAIRE 
 
The questionnaire designed for this study was administered personally and 
distributed electronically. The names and E-mail addresses of the respondents 
were obtained from GAIN Report (Global Agriculture Information Network), 
Shanghai Imported Wine Web ( 上 海 洋 酒 网  in Chinese from: 
www.sh5129.com), and China Sugar And Wine Web (中国糖酒网 in Chinese 
from: www.tangjiu.com). The questionnaire was E-mailed together with a 
covering letter (see Annexure A, C) on August 13, 2009. The covering letter 
was to provide the respondent with the aim of the research, the time it would 
take to complete the questionnaire and the assurance of anonymity and 
confidentiality about the respondent’s information. 
 
The due date of August 27, 2009 was set for return of the completed 
questionnaires. A follow-up request to complete the questionnaire by 
September 5, 2009 was sent to the recipients who had not replied in time. 
Subsequently, the returned questionnaires were checked for completeness 
before statistical process.  
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4.12  RESPONSE RATE 
 
The questionnaire was E-mailed to the all 29 respondents on August 13, 2009, 
and 22 questionnaires were completed and returned by August 27, 2009. The 
researcher then followed up the respondents who had not responded. A further 
3 questionnaires were received by September 5, 2009. Therefore, a total of 25 
questionnaires were obtained, bringing the response rate to around 86%. 
 
According to Emory and Cooper (1991: 333), thirty percent is an acceptable 
response rate for postal surveys. Thus, the response rate of 86% for the email 
survey in this study is considered to be acceptable. 
 
4.13  VALIDITY 
 
Leedy and Ormrod (2001: 31) state that the validity of a measuring instrument 
is the extent to which the instrument measures what it is supposed to measure. 
Leedy (1997: 32) points out that validity is concerned with the soundness and 
effectiveness of the measuring instrument and whether or not it accurately 
measures what it is intended to measure. 
 
In this study, great care was taken to assure validity of the measuring 
instrument. For example, the development of the questionnaire was based on 
the literature study, and the questionnaire was subject to a pre-testing group 
who had characteristics similar to those of the target group. 
 
4.14  RELIABILITY 
 
Kent (1999: 45) indicates that reliability examines the level of stability and 
consistency of a measuring instrument in assessing concepts or subjects. 
Leedy and Ormrod (2001: 31) describe reliability as the consistency with which 
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a measuring instrument yields a certain result when the entity being measured 
has not changed. 
 
According to Cooper and Schindler (1998: 171), reliability is concerned with 
the estimates of the degree to which a measurement is free of random or 
unstable error. 
 
To improve the reliability of the measurement instrument in this research, the 
researcher carefully designed and pre-tested the questionnaire in an attempt 
to obtain the stable and consistent results under different conditions. 
 
4.15  CONCLUSION 
 
In this chapter, an overview of the methodology and design applied in this 
study was described and discussed. Firstly, descriptive research was chosen 
as the most appropriate type due to the purposes and characteristics of this 
study. The quantitative research method was discussed and set as the 
suitable method to obtain data and solve problems. Secondly, the chapter 
focused on the planning of the empirical study, including the data collection 
method using the survey, questionnaire design, the pre-testing of 
questionnaire, and sampling. Finally, the administration of the questionnaire 
was presented and stated. Validity and reliability were also discussed. 
 
The next chapter will analyse and process the data gathered from the 
questionnaire so that the findings of the empirical study can assist to solve the 
research problems. 
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CHAPTER 5 
 
ANALYSIS OF THE EMPIRICAL STUDY AND INTERPRETATION OF DATA 
 
 
5.1  INTRODUCTION 
 
In chapter 4, the research methodology and design used for the empirical 
study were discussed. This includes choosing a proper research method, 
planning the empirical study, data collection method, questionnaire design, 
administering the questionnaire, validity and reliability of the survey instrument.  
 
This chapter will explain and analyse the data obtained from the questionnaire 
in an attempt to acquire the results and solve the sub-problems of this study. 
All five sections of the questionnaire (see Annexure B, D) will be described and 
indicated in the following tables or figures. 
 
5.2  RESULTS OF SECTION 1 OF THE QUESTIONNAIRE 
 
Section 1 of the questionnaire was designed to measure demographic 
information obtained from the respondents regarding gender, job position, the 
size of employee, ownership and relevant experience. The results of section 1 
are indicated in Tables 5.1 to 5.5 and Figures 5.1 to 5.5. A brief discussion of 
the data is provided following each figure. 
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5.2.1  Gender 
 
Table 5.1: Gender of the respondents 
 
Gender Number (n) Percentage % 
Male 3 12 
Female 22 88 
Total 25 100 
Source: Developed for this study 
 
Figure 5.1: Gender of the respondents 
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Source: Developed for this study 
 
As shown in Figure 5.1, 88% of the respondents are male and 12% of the 
respondents are female. The number of male respondents is far more than 
that of female respondents. 
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5.2.2  Job position 
 
Table 5.2: Job position of the respondents 
 
Job position Number (n) Percentage % 
General manager 6 24 
Director 4 16 
Manager 12 48 
Owner 2 8 
Other 1 4 
Total 25 100 
Source: Developed for this study 
 
Figure 5.2: Job position of the respondents 
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Source: Developed for this study 
 
From Table 5.2 and Figure 5.2, it is clear that 48% of the respondents are 
managers while 24% are general managers. Director consists of 16% of the 
respondents. Owner comprises 8% and other positions comprise only 4%. 
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5.2.3  The size of organisation 
 
Table 5.3: Respondents by size of organization 
 
Employee quantity Number (n) Percentage % 
1-10 2 8 
11-20 13 52 
21-50 7 28 
51-100 2 8 
Over 100 1 4 
Total 25 100 
Source: Developed for this study 
 
Figure 5.3: Respondents by size of organization 
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Source: Developed for this study 
 
Figure 5.3 shows that most of the organisations (52%) have 11 to 20 
employees, and 28% of the organisations fall into the group of 21 to 50 
employees. The organisation with 1 to 10 employees and the organisation with 
51 to 100 employees represent 8% each. Only 4% of the organisations have 
more than 100 employees. 
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5.2.4  The ownership of organisation 
 
Table 5.4: The ownership of organisation 
Ownership Number (n) Percentage % 
Private 17 68 
State-owned 2 8 
Joint venture 1 4 
Foreign-owned 1 4 
Local-owned 4 16 
Total 25 100 
Source: Developed for this study 
 
Figure 5.4: The ownership of organisation 
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Source: Developed for this study 
 
As shown in Table 5.4 and Figure 5.4, the majority of the respondents (68%) 
indicated that their organisations were private-owned while 16% of the 
respondents were from local-owned companies. State-owned companies 
accounted for 8%, and both joint venture and foreign-owned companies 
amounted to only 4%. 
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5.2.5  Years of relevant experience 
 
Table 5.5: Years of relevant experience 
Years of experience Number (n) Percentage % 
0-5 6 24 
6-10 14 56 
11-15 4 16 
16-20 1 4 
Over 20 0 0 
Total 25 100 
Source: Developed for this study 
 
Figure 5.5: Years of relevant experience 
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Source: Developed for this study 
 
Table 5.5 and Figure 5.5 depicts the years of relevant experience held by the 
companies in the field of wine imports. 56% of the respondents indicated that 
their companies had 6 to 10 years of relevant experience in wine imports. 24% 
of the companies had no more than 5 years of relevant experience, compared 
to 16% of the companies with 11 to 15 years of experience in this field. Only 
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4% of them had 16 to 20 years of such experience. It is significant to note that 
no company had more than 20 years in dealing with wine imports. 
 
5.3  RESULTS OF SECTION 2 OF THE QUESTIONNAIRE 
 
Section 2 of the questionnaire was developed to investigate the driving factors 
that caused a rapid increase in wine imports in China. The results of section 2 
are illustrated in Tables 5.6 to 5.9 and Figures 5.6 to 5.10. A brief discussion of 
the data is provided in response to each Table and Figure. 
 
5.3.1  The respondent’s opinion as to whether the wine imports of their 
company has increased in recent years 
 
Table 5.6: Whether the wine imports increased or not  
 
 Number (n) Percentage % 
Yes 24 96 
No 1 4 
Total 25 100 
Source: Developed for this study 
 
Figure 5.6: Whether the wine imports increased or not 
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From Table 5.6 and Figure 5.6, it is clear that the majority of the 25 
respondents (96%) indicated that the wine imports of their company had 
increased in recent years while only one respondent (4%) denied an increase 
in wine imports of the company. 
 
5.3.2  The three most important purposes for imported wine 
consumption 
 
Table 5.7: The purposes for imported wine consumption and their rating of 
importance 
1= most important, 2= important, 3= less important 
 
 Rating & Percentage % 
Purposes 1 2 3 
Have dinner with friends 4 28 16 
Family gatherings 0 4 20 
Business dinner 52 36 0 
Parties, such as wedding, birthday 0 0 20 
Experience a foreign flavour 40 32 24 
Wine collection 4 0 20 
Total 100 100 100 
Source: Developed for this study 
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Figure 5.7: The purposes for imported wine consumption and their rating of 
importance 
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As shown in Table 5.7 and Figure 5.7, 52% of the respondents pointed out that 
business dinner was the most important purpose for imported wine 
consumption while 40% of them thought that experiencing a foreign flavour 
was the most important purpose. In response to the secondary important 
purpose, the respondents chose business dinner (36%), experiencing a 
foreign flavour (32%) and having dinner with friends (28%) as important 
purposes. From Figure 5.7, it is also clear that the three most important 
purposes for imported wine consumption are business dinner (88%), 
experiencing a foreign flavour (72%) and having dinner with friends (32%) 
according to the combined percentage of ‘most important’ and ‘important’. 
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5.3.3  The main age group for imported wine consumption 
 
Table 5.8: Age group 
 
Age group Number (n) Percentage % 
18-25 1 4 
26-45 15 60 
46-65 9 36 
Over 65 0 0 
Total 25 100 
Source: Developed for this study 
 
Figure 5.8: Age group 
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Table 5.8 and Figure 5.8 illustrate that the age group of 26 to 45 (60%) is the 
main consumption group for imported wine, another important age group 
consists of consumers aged 46 to 65, accounting for 36%. No respondent 
regarded the consumers aged over 65 in China as the main consumption 
group for imported wine. 
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5.3.4  The most important social class for imported wine consumption 
 
Table 5.9: Social class 
 
Social class Number (n) Percentage % 
Low-class 0 0 
Middle-class 6 24 
Upper-class 19 76 
Total 25 100 
Source: Developed for this study 
 
Figure 5.9: Social class 
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As shown in Table 5.9 and Figure 5.9, the majority of the respondents (76%) 
indicated that upper-class was the most important social class for imported 
wine consumption in China. 24% of them chose middle-class. No respondent 
considered low-class regarding this question. 
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5.3.5  The factors that attribute to a great increase in imported wine 
consumption in China 
 
Figure 5.10: The factors causing a great increase in imported wine 
consumption 
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Source: Developed for this study 
 
From Figure 5.10, it is clear that the respondents indicated the importance of 
each influencing factor in imported wine consumption as following: 
 
? Most respondents (88%) agreed that the improvement of Chinese people’s 
living conditions was very important to the increase in imported wine 
consumption. 12% of the respondents thought it was important. No 
respondent indicated that it was not important or irrelevant. 
 
? Only 8% of the respondents believed that the media reports of wine’s 
health benefits were very important to a great increase in imported wine 
consumption. 48% thought that it was an important factor while 40% 
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considered it as a neutral factor, and 4% thought that it was not important. 
 
? 36% of the respondents pointed out that the government’s support in wine 
consumption was a very important factor, and 40% thought that it was 
important. Only 4% of the respondents considered it as an irrelevant factor. 
 
? 16% of the respondents noted the decline of import tariffs as a very 
important factor, and 28% regarded it as an important factor. 40% thought 
it was neutral, while 8% thought it was not important and irrelevant 
respectively. 
 
? The minority of respondents (4%) considered more foreigners and 
returned Chinese from overseas as a very important factor. 20% thought it 
was important, and 48% stated that it was neutral, while 12% indicated that 
it was irrelevant. 
 
? Over half of the respondents (52%) agreed that the popularity of western 
lifestyle was very important to a great increase in imported wine 
consumption. 24% regarded it as an important factor and no respondent 
thought it was irrelevant. 
 
5.4  RESULTS OF SECTION 3 OF THE QUESTIONNAIRE 
 
Section 3 of the questionnaire focuses on the factors that influence the sales of 
imported wine in the wine market in China. The results of section 3 are 
displayed in the Figures below. A brief discussion of the data is provided 
following each Figure. 
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5.4.1  The respondents’ opinion about whether the company imports 
wine from different countries 
 
Figure 5.11: Whether or not to import wine from different countries 
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Source: Developed for this study 
 
Figure 5.11 shows that most of the respondents (92%) confirmed that they 
imported wine from different countries while only 8% of them provided an 
opposite answer. 
 
5.4.2  The kind of imported wine 
 
Figure 5.12: The kind of imported wine 
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From Figure 5.12, it is clear that most of the respondents (84%) indicated that 
they mostly imported red wine, only 16% of them mostly imported white wine. It 
is evident that imported red wine is far more than imported white wine in China. 
 
5.4.3  The main category of imported wine 
 
Figure 5.13: The main category of imported wine 
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As shown in Figure 5.13, 76% of the respondents stated that they mostly 
imported bottled wine while 24% of them mostly imported bulk wine. In 
comparison with the literature study, it is interesting to note that these 
importers or agents imported more bottled wine than bulk wine. 
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5.4.4 The three most important countries from which the company 
mostly imports bottled wine 
 
Figure 5.14: The three most important countries from which the company 
mostly imports bottled wine 
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Source: Developed for this study 
 
Figure 5.14 illustrates that most of the respondents (88%) considered France 
as the most important country for them to import bottled wine. 8% of them 
thought that Italy was the most important bottled wine provider and 4% chose 
Spain. 36% viewed USA as an important bottled wine country for them while 
28% stated that Australia was important. According to the combined 
percentage of ‘most important’ and ‘important’, it is clear that the three most 
important bottled wine countries for the respondents are France (96%), USA 
(36%) and Australia (28%). 
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5.4.5  The most important purpose for bulk wine imports 
 
Figure 5.15: Purposes for bulk wine imports 
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As shown in Figure 5.15, the majority of the respondents (68%) pointed out 
that the most important purpose for bulk wine imports was that the domestic 
producers used it to produce their own products. 20% of them thought that 
foreign bulk wine was bottled in China to reduce cost. 8% agreed that the 
imported bulk wine was used as industrial material. Only 4% agreed other 
purposes. 
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5.4.6  The position of imported wine in the current Chinese market 
 
Figure 5.16: The position of imported wine in China 
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Figure 5.16 shows that most of the respondents (92%) were of the opinion that 
imported wine dominated the current high-end market in China. 8% related 
imported wine to the middle position while no respondent matched imported 
wine with the low-end market. 
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5.4.7  The importance of factors that influence Chinese consumers’ 
decision of buying imported wine 
 
Figure 5.17: The importance of factors that influence buying decision 
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From Figure 5.17, it is clear that the respondents regarded price (72%), 
symbol of western lifestyle (68%), good reputation (64%) and product quality 
(52%) as the very important factors which influenced Chinese consumers’ 
decision of buying imported wine. 
 
Packaging (56%), product quality (48%) and fashion (40%) were viewed as the 
neutral influencing factors when Chinese consumers decided to buy imported 
wine. 
 
Recommendation from other people (64%), brand loyalty (48%) and personal 
preference (40%) were considered as the unimportant factors which influence 
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Chinese consumers’ buying decision for imported wine. 
 
5.4.8  The factors that influence the sales of imported wine in China 
 
Figure 5.18: The factors that influence the sales of imported wine in China 
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Source: Developed for this study 
As shown in Figure 5.18, the respondents agreed that a lack of grape wine 
culture and knowledge (84%), a lack of famous brands and promotions (80%), 
the Chinese traditional culture and drinking habits (76%), price (76%) and 
suitable importers or agents (72%) were the very important factors which 
influenced the sales of imported wine in China. 
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Counterfeiting (32%), tariffs, customs duties and taxes (28%) and import 
regulations and laws (24%) were regarded as the important factors for the 
sales of imported wine in China. 
 
Tariffs, customs duties and taxes (56%), import regulations and laws (48%) 
and distribution, transportation and storage (40%) were viewed as the neutral 
factors. 
 
According to the combined percentage of ‘not important’ and ‘irrelevant’, other 
factors (52%), distribution, transportation and storage (48%) and import 
regulations and laws (24%) were considered as the unimportant or irrelevant 
factors which influence the sales of imported wine in China. 
 
5.4.9 The most important distribution channel for imported wine 
 
Figure 5.19: The most important distribution channel for imported wine 
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Figure 5.19 illustrates that more than half of the respondents (52%) regarded 
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hotels, restaurants and pubs as the most important distribution channel in 
China for imported wine. 24% of them chose specialised stores. 16% chose 
supermarket chains and 8% represented other channels. 
 
5.5  RESULTS OF SECTION 4 OF THE QUESTIONNAIRE 
 
Section 4 of the questionnaire was designed to investigate the roles which the 
importers and agents in China could play in marketing imported wine. The 
results of section 4 are indicated below. A brief discussion of the data is 
provided following each Figure. 
 
5.5.1  The importance of importers and agents for foreign wineries 
 
Figure 5.20: The importance of importers and agents 
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Source: Developed for this study 
 
As shown in Figure 5.20, most of the respondents (72%) agreed that importers 
and agents in China were very important for foreign wineries to market their 
products in China, while 20% thought that importers and agents were 
important. Only 8% provided a neutral answer. No respondent thought that 
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importers and agents were not important or irrelevant for foreign wineries. 
 
5.5.2  The importance of reasons why foreign wineries need to 
co-operate with importers or agents in China 
 
Figure 5.21: The importance of reasons to co-operation 
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Source: Developed for this study 
 
From Figure 5.21, it is clear that the respondents considered ‘not familiar with 
Chinese wine culture and market’ (68%), ‘not clear about local regulations and 
laws’ (32%) and ‘lack of distribution channels’ (20%) as the very important 
reasons for foreign wineries to co-operate with importers and agents in China. 
 
The respondents viewed ‘lack of distribution channels’ (48%), ‘not clear about 
local regulations and laws’ (40%) and ‘language barriers’ (36%) as the 
important reasons. 
 
‘language barriers’ (44%) and ‘lack of sufficient financing’ (36%) were regarded 
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as the neutral reasons. 
 
Only few respondents regarded some reasons as unimportant or irrelevant. 
The highest percentage for the irrelevant reason was ‘lack of sufficient 
financing’ (8%). 
 
5.5.3  The importance of roles that the importers and agents can play 
 
Figure 5.22: The importance of roles 
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Source: Developed for this study 
 
Figure 5.22 shows that the respondents viewed ‘providing appropriate 
marketing strategies’ (56%), ‘explaining laws and regulations’ (52%) and 
‘sharing client resources’ (40%) as the very important roles that the importers 
and agents in China could play in assisting foreign wineries. 
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The respondents agreed that ‘arranging trade shows and promotion activities’ 
(40%), ‘explaining laws and regulations’ (32%) and ‘providing appropriate 
marketing strategies’ (28%) were important.  
 
‘Dealing with paperwork’ (36%) and ‘reducing risks’ (32%) were regarded as 
the neutral roles that the importers and agents could play. Only 12% of the 
respondents thought that ‘building good relationship with clients and 
government’ and ‘reducing risks’ were irrelevant. 
 
5.6  RESULTS OF SECTION 5 OF THE QUESTIONNAIRE 
 
Section 5 of the questionnaire focuses on the strategies that can be applied to 
enhance the sales of South African wine in China. The results of section 5 are 
displayed in Figures 5.23 to 5.28 below. A brief discussion of the data is 
provided following each Figure. 
 
5.6.1  The respondents’ opinion about whether the company imports 
South African wine 
 
Figure 5.23: Whether or not to import South African wine 
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From Figure 5.23, it is clear that most of the respondents (84%) indicated that 
their companies did not import South African wine while only 16% of them 
confirmed that they imported South African wine. 
 
5.6.2  The reasons for importing South African wine 
 
Figure 5.24: The importance of reasons for importing South African wine 
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Source: Developed for this study 
 
As shown in Figure 5.24, 44% of the respondents chose product price as the 
very important reason for importing South African wine, and 24% thought that 
product quality was a very important reason. 
 
Product quality (60%), packaging (48%) and good reputation (40%) were 
viewed as the neutral reasons. 
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Financial support from South Africa (84%), popularity (80%), advertising and 
promotions (76%), risk evaluation (60%) and recommendations by people 
(48%) were regarded as the unimportant reasons for importing South African 
wine. 
 
5.6.3  The scale of South African wine imports in the company’s total 
wine imports 
 
Figure 5.25: The scale of South African wine imports by the company 
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Source: Developed for this study 
 
Figure 5.25 illustrates that 68% of the respondents pointed out that the 
proportion of South African wine imports in their companies was very small 
while 24% of them provided a neutral answer. Only 8% confirmed that South 
African wine imports in their companies accounted for a very large proportion. 
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5.6.4  The most appropriate market entry mode for South African 
wineries when entering the Chinese market 
 
Figure 5.26: The most appropriate market entry mode 
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Source: Developed for this study 
 
From Figure 5.26, it is clear that 48% of the respondents regarded direct 
export as the most appropriate market entry mode for South African wineries 
when they enter the Chinese market. 20% of them chose franchising as the 
most appropriate market entry mode. 16% chose indirect export and 12% 
supported joint venture. Only 4% considered licensing and no respondents 
chose Turkey and mergers and acquisitions. 
 
 
 142
5.6.5  The respondents’ opinion about whether Chinese consumers 
know South African wine well 
 
Figure 5.27: Whether Chinese consumers know South African wine well 
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Figure 5.27 shows that most of the respondents (92%) do not think that 
Chinese consumers know South African wine well, and only 8% of them 
answered yes. 
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5.6.6 The importance of measures that can be taken to improve the 
sales of South African wine in China 
 
Figure 5.28: The importance levels of different measures 
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As shown in Figure 5.28, the respondents regarded building up famous brands 
(68%), promoting wine with South African unique culture (60%), increasing 
advertising and promotions (52%), choosing proper pricing strategy (52%) and 
spreading wine culture and knowledge in China (48%) as the very important 
measures that could be taken to improve the sales of South African wine in the 
Chinese market. 
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Building good relationship with clients and government (60%), satisfying 
Chinese consumers’ special taste (48%), getting supports from South African 
government (44%) and fostering potential consumers (40%) were viewed as 
the important measures. 
 
Attending trade show and tasting was considered as a neutral measure by 
40% of the respondents. Few respondents (12%) thought that satisfying 
Chinese consumers’ special taste and attending trade show and tasting were 
not important. Only 8% of them indicated that fostering potential consumers 
and attending trade show and tasting were irrelevant measures. 
 
5.7  CONCLUSION 
 
This chapter focused on processing and analysis of the data obtained from the 
questionnaire in order to present the results of the empirical study. The five 
sections relevant to the sub-problems were discussed respectively and the 
result of each question was illustrated in the tables or figures with a brief 
discussion followed. 
 
Firstly, in section 1 of the questionnaire, the demographic information of the 
respondents was measured, including gender, job position, the number of 
employee, ownership and relevant experience. The results of this section 
could provide useful and practical information about the sample population. 
 
Section 2 of the questionnaire focused on the driving factors that caused a 
rapid increase in wine imports in China. The results of this section could assist 
in solving the first sub-problem. 
 
Section 3 was to probe the factors that influenced the sales of imported wine in 
China. The relevant data about the imported wine market in China was also 
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reflected in figures. These results could provide the specific data in solving the 
second sub-problem. 
 
In section 4, the roles that the importers and agents in China can play in 
assisting foreign wineries and marketing imported wine were discussed in 
response to the third sub-problem. 
 
Finally, section 5 of the questionnaire investigated the strategies that could be 
applied to enhance the sales of South African wine in China. The results of this 
section could help foreign wineries make a proper strategic decision and 
provide data support for solving the fourth sub-problem. 
 
In the next chapter, the findings from the empirical study and the literature 
review will be integrated in order to draw conclusions and recommendations. 
The limitation of the study will also be discussed. 
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CHAPTER 6 
 
FINDINGS, CONCLUSIONS AND RECOMMENDATIONS 
 
6.1  INTRODUCTION 
 
As a part of South African culture and its economy with unique characteristics, 
the wine industry is playing a more and more significant role in the country’s 
development and people’s life improvement. It created around 250 000 
employment opportunities and contributed R16.3 billion to the regional 
economy, accounting for 8.2% of the Western Cape's gross geographic 
product in 2003. On the other hand, the wine industry also motivated the 
development of other fields, such as tourism (see Section 1.1 of Chapter 1). To 
keep a healthy growth in the wine industry, South African wineries need to pay 
more attention not only to the domestic market but also the international 
market especially under the current trend of worldwide globalization. 
 
With a rapid growth and huge potential, the wine market in China can provide 
good opportunities to South African wineries who intend to expand their foreign 
markets. Therefore, a deep understanding of Chinese market and the factors 
that influence wine imports from South Africa is necessary and vital to South 
African wineries before they enter into the wine market in China. To achieve 
this purpose, the researcher conducted this study in an attempt to provide 
comprehensive and useful information to South African wineries and other 
relevant fields.  
 
From Chapter 1 to Chapter 5, the related information and data were probed 
and discussed through the literature study and the empirical survey in 
response to the main problem and the sub-problems of this study. 
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The aim of this chapter is to integrate the findings of the literature study with 
those of the empirical survey in order to draw conclusions. Recommendation 
and limitation of this study are presented as well. 
 
6.2  REVIEW OF THE STUDY 
 
Chapter 1 introduced the background of this study and led to the statements of 
the main problem and the sub-problems. The key concepts were defined and 
the delimitation of the study was set out. Subsequently, assumptions were 
explained and an overview of the related literature was presented. Finally, the 
significance of the research and research methodology were stated and 
discussed. 
 
Chapter 2 focused on the wine industry and market in China. Firstly, the history 
of Chinese alcohol and wine was introduced in order to present an outline of 
the unique Chinese wine culture. The alcoholic beverage market was briefly 
reviewed, while the wine market and the imported wine market in China were 
also discussed respectively, including the market scale and value, the market 
share, the wine consumption and target consumers, the wine prices, the status 
quo and development trends of the two markets. Secondly, the factors that 
attribute to a great increase in wine consumption in China were probed. Finally, 
an overview of South African wine industry was presented and the necessity of 
entering the wine market in China was also stated and discussed. 
 
In Chapter 3, the factors that affect imported wine entering the Chinese market 
were outlined, followed by a discussion of market entry strategies. It was 
significant for foreign wineries to pay more attention to these factors before 
entering the Chinese market. Besides, choosing a proper market entry 
strategy was related to a company’s development and success. 
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Chapter 4 described research methodology and design of this study, including 
research method, data collection method, questionnaire design, pre-testing the 
questionnaire, the research population and sample, administering the 
questionnaire and response rate. In the end, validity and reliability of the study 
were explained. 
 
In Chapter 5, the data from the questionnaire was processed and analysed by 
means of the statistical method in order to obtain the results of the empirical 
study. These results could provide an important data support in solving the 
sub-problems stated in this study. 
 
This final chapter will integrate the findings of the empirical study and those 
of the literature study to reach the final conclusion. Subsequently, 
recommendation will be provided to foreign wineries, especially South African 
wineries in an attempt to help them apply appropriate strategies when they 
market their products in China. Finally, the limitation of this study was 
described in consideration of further research. 
 
6.3  THE INTEGRATION OF THE FINDINGS OF THE EMPIRICAL SURVEY 
WITH THE LITERATURE STUDY 
 
To solve the research problems, a literature study was conducted in order to 
collect relevant information from secondary sources. In addition, a 
questionnaire was developed to obtain the empirical data in terms of the 
respondents’ opinions. By means of comparison and integration of these two 
parts, the comprehensive results can be obtained for solving the research 
problems. 
 
In Section 5.2, it is evident that most of the wine importers and agents in China 
are small, young and private companies. They generally have no more than 50 
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employees (see Figure 5.3) and less than 15 years of relevant experience in 
wine import (see Figure 5.5). The reason is that the Chinese wine industry and 
market are still young and in their infancy (Foodreference, 2006; Australian 
wine and brandy corporation, 2005) (see Section 2.3 and 2.5). 
 
As shown in Section 5.3, the majority of the companies have been increasing 
their wine imports in the past years (see Figure 5.6). He (2005) and Foodgeeks 
(2007) confirm this situation by indicating that the imported wine market in 
China is developing rapidly at present (see Section 2.6). 
 
The respondents pointed out that the main purposes for imported wine 
consumption in China were business dinner, experiencing a foreign flavour 
and having dinner with friends (see Figure 5.7). In addition, Vertumne 
International & Associés (2004) states that Chinese people consume wine 
mainly for holidays and entertaining guests (see Section 2.5.2.3). 
 
The age of average wine consumers in China is between 26 and 45 (see 
Figure 5.8). Vertumne International & Associés (2004) and China Wines 
Information Website (2006) agree with this opinion (see Section 2.5.2.4 and 
2.6.3). 
 
The main consumers for imported wine in China are from upper and middle 
classes (see Figure 5.9). In Section 2.6.3, Jinwei (2006) and Kreamer, Gratton 
and Hagel (2006) also support this viewpoint. 
 
By comparing the findings of the empirical survey (see Section 5.3.5) and the 
literature study (see Section 2.7), it is clear that the main factors which attribute 
to a great increase in imported wine consumption in China are the improved 
life quality of Chinese people, the popularity of western lifestyle, the 
government’s support in wine consumption and the media reports of wine’s 
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health benefits. 
 
As shown in Figure 5.11, most of the wine importers or agents in China import 
wine from different countries. The reason for that is to enrich the product 
categories and reduce potential risks (see Section 3.2.3). 
 
The volume of imported red wine is far bigger than that of imported white wine 
in China (see Figure 5.12). China Wines Information Website (2006) and 
Vertumne International & Associés (2004) state that red wine is still the most 
preferred type of wine by Chinese consumers (see Section 2.5.2.2 and 
2.5.2.3). 
 
According to the respondents’ opinion, bottled wine makes up the majority of 
imported wine in China (see Figure 5.13). It is interesting to note that there is a 
different finding in the literature study. Dennis (2006), Vertumne International & 
Associés (2004) and Kreamer, Gratton and Hagel (2006) indicate that bulk 
wine accounts for most portion of imported wine in the Chinese market (see 
Section 2.6.1). The reason for the difference between the empirical survey and 
the literature study may be that most of the respondents in this survey are wine 
importers or agents which usually market bottled wine, but bulk wine is mostly 
imported by the domestic wine producers to produce their own products (see 
Figure 5.15). 
 
The main countries from which the importers or agents in China import bottled 
wine are France, USA, Australia, Italy and Spain (see Figure 5.14). This finding 
was confirmed by BusinessVictoria (2007) and China Wines Information 
Website (2005) in Section 2.6.2. 
 
As shown in Figure 5.16, imported wine currently dominates the high-end 
market in China. Jinwei (2006) and He (2005) also support this view in Section 
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2.6.3 and 2.6.4. 
 
The main factors that influence Chinese consumers’ decision of buying 
imported wine are price, symbol of western lifestyle, good reputation and 
product quality (see Figure 5.17). Vertumne International & Associés (2004) 
points out in Section 2.6.4 that Chinese consumers are price sensitive. In 
Section 2.7.6, Wine Culture China (2007) states that imported wine is regarded 
as a symbol of western lifestyle and popular among the young people in China. 
 
In Figure 5.18, it is clear that the main factors influencing the sales of imported 
wine in China include a lack of grape wine culture and knowledge, a lack of 
famous brands and promotions, the Chinese traditional culture and drinking 
habits, price, suitable importers or agents and the domestic competitors. 
These factors were discussed respectively in Section 3.2. 
 
The main distribution channels for imported wine are hotels, restaurants, pubs, 
specialised stores and supermarket chains (see Figure 5.19). Kreamer, 
Gratton and Hagel (2006) agree with this view (see Section 2.6.3). However, 
Vertumne International & Associés (2004) indicates that supermarket chains 
are the most important distribution channel for wine in China (see Section 
2.5.2.4). The reason for the difference may be that more and more young and 
middle-aged Chinese people with increasing disposable incomes like drinking 
wine at hotels, restaurants and pubs over the past few years. 
 
The importers and agents in China are very important to foreign wineries (see 
Figure 5.20). The main reasons for why foreign wineries need to co-operate 
with the importers or agents in China include: ‘not familiar with Chinese wine 
culture and market’, ‘not clear about local regulations and laws’ and ‘lack of 
distribution channels’ (see Figure 5.21). He (2006) also explains the 
importance and reasons for co-operation between the two sides in Section 
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3.2.9. 
 
The main roles that the importers or agents in China can play in assisting 
foreign wineries include: ‘providing appropriate marketing strategies’, 
‘explaining laws and regulations’, and ‘sharing client resources’ (see Figure 
5.22). In Section 3.2.9, Gratton and Hagel (2006) confirm and discuss these 
roles which the importers or agents in China can play in assisting foreign 
wineries. 
 
From Figure 5.23, it is evident that only few companies in China import South 
African wine. As discussed in Figure 5.14, the most important countries 
exporting wine to China are France, USA, Australia, Italy and Spain. However, 
Conningarth (2004) indicates that the wine market in China will bring more 
potential opportunities to South African wineries due to the rapid growth in the 
economy and trade between the two countries (see Section 2.9). 
 
The product price and product quality are regarded as the main advantages of 
South African wine when the Chinese companies make a buying decision (see 
Figure 5.24). In Section 1.1, WaitroseWineDirect (2005) and Vineyard varieties 
(2007) point out that South African wine gains a reputation for its quality by 
winning international competitions. 
 
Figure 5.25 shows that the scale of South African wine imports in the Chinese 
market is quite small. As illustrated in Figure 5.14, the majority of bottled wine 
imports is from France, USA, Australia, Italy and Spain. 
 
 
Most of the respondents consider direct export and franchising as the 
appropriate market entry modes for South African wineries when they enter the 
Chinese market (see Figure 5.26). Correspondingly, the main entry modes are 
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discussed in terms of the perceived degree of risk, market involvement and 
degree of control in Section 3.3. 
 
As shown in Figure 5.27, most of Chinese consumers know little about South 
African wine. Kotler (2002) and Wine Culture China (2007) state that most of 
Chinese consumers lack wine culture and knowledge (see Section 3.2.2). On 
the other hand, Vertumne International & Associés (2004) and Li (2006) 
indicate that Chinese consumers are not familiar with foreign wine brands (see 
Section 3.2.3). 
 
By means of comparison and integration of the findings of the empirical survey 
with the literature study, the main factors in the Chinese market that influence 
wine imports from South Africa can be identified as the followings: 
 
? South African wine lacks famous brands. 
 
? South African wine lacks advertising and promotion in the Chinese market. 
 
? Chinese consumers lack grape wine culture and knowledge. 
 
? The Chinese traditional culture and drinking habits limit the spread of wine 
consumption. 
 
? It is difficult to find a suitable importer or agent in China. 
 
? Chinese domestic wine currently dominates the Chinese market, 
especially the middle and low-end markets. 
 
? Most of Chinese consumers are price sensitive. 
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The respondents point out that the crucial measures which could be taken to 
improve the sales of South African wine in the Chinese market include: 
building up famous brands, promoting wine with South Africa’s unique culture, 
increasing advertising and promotions, choosing proper pricing strategy and 
spreading wine culture and knowledge in China (see Figure 5.28). As a 
comparison, the factors that influence the sales of South African wine in the 
Chinese market have been mentioned and discussed in Section 3.2. 
 
6.4  RECOMMENDATIONS 
 
Based on the findings of the empirical survey and the literature study, the 
following recommendations are made for South African wineries, as well as 
other wine marketers when they do business in China: 
 
? Understanding the Chinese culture and the current market before entering. 
 
? Generally applying direct export or franchising as the market entry mode. 
 
? Finding a competent importer or agent in China to co-operate. 
 
? Reinforcing wine advertising and promotion with South African unique 
culture. 
 
? Building up their famous brands. 
 
? Choosing the proper pricing strategy, especially focusing on the middle 
and high-end markets in China. 
 
? Targeting the young and middle-aged Chinese consumers with high 
education and income. 
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 ? Chinese festivals and holidays are usually good opportunities for wine 
sales, such as Spring festival, mid-autumn festival and Chinese nation’ s 
day. 
 
? Chinese consumers prefer red wine to white wine. 
 
? Considering hotels, restaurants and pubs as the main distribution channels 
in China. Specialised stores are also developing rapidly. 
 
? Regularly holding awareness activities to spread wine culture and 
knowledge in order to foster potential Chinese consumers. 
 
? Building a good relationship with the local government and strengthening 
bilateral communication between the two countries and wine industries. 
 
6.5  LIMITATIONS OF THE RESEARCH 
 
Some issues and limitations were encountered in this study. Firstly, the 
relevant books and literature publications are quite limited. Most of the 
available books and publications in this field are outdated and can not reflect 
the current situation of the wine market in China. Therefore, collecting the 
needed information from the official and professional websites was applied to 
solve this issue. 
 
Secondly, open-ended questions were not used in the questionnaire of this 
study due to the difficulty in statistical analysis. This may restrict the 
respondents’ more alternative answers. Future research could consider to 
properly use open-ended questions to improve the integrality of the 
questionnaire survey. 
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 Finally, as the biggest imported wine market in China, Shanghai represents 
and reflects the main development trend of this market. However, development 
imbalance exists among the different areas of China, especially between east 
and west areas. Therefore, it is suggested that future research should 
investigate the other markets in different areas of China in an attempt to 
provide more comprehensive information to marketers. 
 
6.6  CONCLUSION 
 
At present, the worldwide globalization is influencing almost every country in 
the world. Due to its huge population and fast development, China has 
become a crucial overseas market and trade partner of South Africa. The 
bilateral trade and communication are developing rapidly and contributing a lot 
to the two countries’ economies over the past decade. 
 
Although the wine industry and market in China are quite young, they keep a 
fast growth rate and have immense potential. It is expected that Chinese 
people will consume more wine in future due to the growing nation’s economy 
and more disposable incomes.  
 
On the other hand, as the most important economic powerhouse in Africa, 
South Africa possesses an excellent wine industry and culture with unique 
characteristics. To expand their overseas markets, South African wineries 
need to pay more attention to the potential opportunities in the Chinese 
market. 
 
This study aims to investigate the factors in the Chinese market that influence 
South African wine exports to China in order to assist South African wineries in 
developing appropriate marketing strategies and avoiding potential risks. 
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Although some issues and limitations were experienced in this research, the 
objectives of this study were met. Undoubtedly, South African wineries and 
other marketers can benefit from the findings of this study and hopefully make 
considerable achievement in their businesses in China. 
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Annexure A: Covering letter (in English) 
 
Dear Sir / Madam 
 
QUESTIONNAIRE ON THE FACTORS IN THE CHINESE MARKET THAT 
INFLUENCE WINE IMPORTS FROM SOUTH AFRICA 
 
Your assistance in completing the attached questionnaire is greatly valued. 
This questionnaire is conducted as part of the requirements for my master’s 
degree of Entrepreneurship from Nelson Mandela Metropolitan University. On 
the other hand, this survey can not only provide first hand information about 
the Chinese market to South African wineries so that they can choose proper 
marketing strategies and reduce potential risks when entering China, but also 
facilitate importers and agents in China to identify more opportunities with 
South African counterparts. 
 
The questionnaire will take no more than 20 minutes to complete. It will be 
greatly appreciated if you could complete and forward it by August 27, 2009. 
The information you provide will be kept confidential and only aggregate 
figures will be reported. Should you have any questions or interests on this 
project, please do not hesitate to contact the researcher. 
 
Thank you for your assistance. 
 
Li Xiaobin 
 
E-mail: lxb09302002@yahoo.com.cn
Cellphone: (27) 084 800 4918 
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Annexure B: Questionnaire (in English) 
 
Section 1: Demographics information 
 
Please cross (x) in the appropriate block 
 
1.1  Please indicate your gender: 
 
Male  Female  
 
1.2  What is your current position in your organisation? 
 
General 
manager 
Director Manager Owner Other 
     
 
1.3  How many employees are working in your organisation? 
 
1-10 11-20 21-50 51-100 Over 100 
     
 
1.4  What is the ownership of your organisation? 
 
Private State-owned Joint venture Foreign-owned Local-owned 
     
 
1.5 How many years does your organisation have in importing wine? 
 
0-5 6-10 11-15 16-20 Over 20 
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Section 2:  The driving factors causing a rapid increase in wine imports 
 
2.1  Has the wine imports of your organisation been increasing as a 
whole in recent years? 
 
Yes  No  
 
2.2 Please choose the three most important purposes for imported wine 
consumption of Chinese people and rate them from 1 to 3 in order 
of importance (1 = most important, 2 = important, 3 = less 
important). 
 
Have dinner with friends  
Family gatherings  
Have dinner with businessman for business  
Parties, such as wedding, birthday  
Experience a foreign flavour  
Wine collection  
 
2.3 Which age group do you think is the main consumption group for 
imported wine in China? 
 
18-25 26-45 46-65 Over 65 
    
2.4 Which social class do you think is the most important one for 
imported wine consumption in China? 
 
Low-class Middle-class Upper-class 
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2.5 Please rank the following factors that attribute to a great increase in 
imported wine consumption in China. 
1 = Very important, 2 = Important, 3 = Neutral, 4 = Not important, 5 = Irrelevant 
 
 1 2 3 4 5
The improvement of Chinese people’s living conditions      
The media reports of wine’s health benefits      
The government’s support in wine consumption      
The decline of import tariffs      
More foreigners and returned Chinese from overseas      
The popularity of western lifestyle      
 
 
Section 3:  The factors that influence the sales of imported wine in the 
wine market of China 
 
3.1 Does your company import wine from different countries? 
 
Yes  No  
 
3.2 Which kind of wine does your company mostly import? 
 
Red wine  White wine  
 
3.3  Please indicate the wine category that your company mostly 
imports. 
 
Bottled wine  Bulk wine  
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3.4  Please choose the three most important countries from which your 
company mostly imports bottled wine and rate them from 1 to 3 in 
order of importance (1 = most important, 2 = important, 3 = less 
important). 
 
Spain  
Italy  
France  
Australia  
South Africa  
Chile  
USA  
Germany  
 
3.5  What do you think is the most important purpose for bulk wine    
imports? 
 
Foreign bulk wine is bottled in China to reduce cost  
The domestic producers use it to produce their own products  
The bulk wine is used as industrial material  
others  
 
 
3.6  Which position do you think is dominated by imported wine in the 
current Chinese market? 
 
Low-end market Middle position High-end market 
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3.7 Please indicate the relative importance of the following factors that 
influence Chinese consumers’ decision of buying imported wine.  
 
 Very 
important 
Neutral Not  
important 
Product quality    
Price    
Good reputation    
Packaging    
Brand loyalty    
Symbol of western lifestyle    
Personal preference    
Vogue, fashion    
Recommendation from other people    
 
3.8 Please rank the following factors that influence the sales of 
imported wine in the Chinese market. 
1 = Very important, 2 = Important, 3 = Neutral, 4 = Not important, 5 = Irrelevant 
 
 1 2 3 4 5 
The Chinese traditional culture and drinking habits      
Lack of grape wine culture and knowledge      
Lack of famous brands and promotions      
price      
The domestic competitors      
Tariffs, customs duties and taxes      
Distribution, transportation and storage      
Import regulations and laws      
Counterfeiting      
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Difficult to find suitable importers or agents      
Others      
 
3.9 What do you think is the most important distribution channel for 
imported wine in China? 
 
Supermarket chains  
Hotels, restaurants and pubs  
Specialised stores  
Others  
 
 
Section 4:  The roles that the importers and agents in China can play in 
marketing imported wine 
 
4.1  How important are the importers and agents for foreign        
wineries in doing business in China? Please rank with 1-5. 
1 = Very important, 2 = Important, 3 = Neutral, 4 = Not important, 5 = Irrelevant 
 
1 2 3 4 5 
     
 
4.2  Please rank the importance of reasons why foreign wineries need to 
co-operate with the importers and agents in China. 
1 = Very important, 2 = Important, 3 = Neutral, 4 = Not important, 5 = Irrelevant 
 
 1 2 3 4 5 
Not familiar with Chinese wine culture and market      
Lack of distribution channels      
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Language barriers      
Lack of sufficient financing      
Not clear about local regulations and laws      
 
4.3  Please rank the importance of roles that the importers and agents       
can play in assisting foreign wineries. 
1 = Very important, 2 = Important, 3 = Neutral, 4 = Not important, 5 = Irrelevant 
 
 1 2 3 4 5 
Explaining laws and regulations      
Dealing with paperwork      
Building good relationship with clients and governments      
Providing appropriate marketing strategies      
Sharing client resources      
reducing risks      
Arranging trade shows and promotion activities      
 
Section 5:  The strategies that can be applied to enhance the sales of 
South African wine in China 
 
5.1 Dose your company import South African wine? 
 
Yes  No  
 
5.2  If yes, please indicate the reasons for importing South African wine. 
 
 Very 
important 
Neutral Not  
important 
Product quality    
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Product price    
Good reputation    
Packaging    
Financial support from South Africa    
Advertising and promotions    
Recommendations by people    
Risk evaluation    
Popularity    
 
5.3 How large is the percentage of South African wine imports in the   
total wine imports of your company? 
 
Very large Neutral Very small 
 
5.4 What do you think is the most appropriate market entry mode for  
South African wineries when entering the Chinese market? 
 
Indirect export  
Direct export  
licensing  
franchising  
Turkey  
Joint venture  
Mergers and acquisitions  
 
5.5  Do you think that Chinese consumers know South African wine  
well? 
 
Yes  No  
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5.6  What measures do you think can be taken to improve the sales of    
South African wine in China? Please rank them with 1-5. 
1 = Very important, 2 = Important, 3 = Neutral, 4 = Not important, 5 = Irrelevant 
 
 1 2 3 4 5 
Spreading wine culture and knowledge in China      
Increasing advertising and promotions      
Choosing proper pricing strategy      
Attending trade show and tasting      
Building good relationship with clients and government      
Getting supports from South African government      
Fostering potential consumers      
Building up famous brands      
Promoting wine with South African unique culture      
Satisfying Chinese consumers’ special taste      
 
 
Thanks a lot for your co-operation. 
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Annexure C: Covering letter (in Chinese) 
 
关于中国市场上影响南非葡萄酒进口的影响因素问卷调查 
 
尊敬的先生/女士 
 
非常感谢您协助我完成以下问卷。这一问卷是我在纳尔逊曼德拉大学企业家及创业专业
完成硕士论文的一部分。另一方面，这个问卷调查不仅为南非酒商提供关于中国市场的
第一手信息，使得他们在进入中国市场时选择恰当的营销战略并减少潜在风险，而且有
助于中国的进口商和代理商发掘更多的与南非的商机。 
 
此问卷最多占用 20 分钟可以完成。如果您在 2009 年 8 月 27 日之前完成并发送至所附
的电子邮箱，我将不胜感激。您所提供的信息将会保密，只有综合的数据会用于研究报
告。如果您对该项目有任何疑问或兴趣，请随时联系我。 
 
非常感谢你的协助 
 
李晓斌 
 
电子邮箱：lxb09302002@yahoo.com.cn
电   话：(27) 084 800 4918 
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Annexure D: Questionnaire (in Chinese) 
 
问卷调查 
 
第 1 部分：个人信息 
 
请在适当的方框中打 X 
 
1.1  请问您的性别是: 
 
男性  女性  
 
1.2  您现在的职位是什么？ 
 
总经理 主任 部门经理 公司老板 其它 
     
 
1.3   您的公司有多少职员？ 
 
1-10 11-20 21-50 51-100 超过 100 
     
 
1.4  你们公司的所有权是什么？ 
 
私有 国有 合资 外资 地方所有 
     
 
1.5  你们公司从事酒类进口多少年了？ 
 
0-5 6-10 11-15 16-20 超过 20 
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第 2 部分：葡萄酒进口增长的促动因素 
 
2.1 最近几年你们公司的葡萄酒进口量整体增加了吗？ 
 
是  不是  
 
2.2 请选择三个最重要的中国人购买进口葡萄酒的目的，并且按照重要性排列 （1=
最重要， 2=重要， 3=不太重要） 
 
和朋友吃饭  
家庭聚会  
为谈生意和生意人吃饭  
各种宴会，比如结婚，生日  
感受外国风味  
葡萄酒收藏  
 
2.3 您认为在中国哪一个年龄段是进口葡萄酒的主要消费群体？ 
 
18-25 26-45 46-65 超过 65 
    
 
2.4 您认为在中国哪一个是进口葡萄酒最主要的消费阶层？ 
 
 
低阶层 中产阶层 高阶层 
   
 
2.5 请按照重要性排列下列促使国内进口葡萄酒消费增长的因素。 
1=非常重要， 2=重要， 3=一般， 4=不重要， 5=不相关 
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  1 2 3 4 5
中国人生活条件的改善      
媒体对葡萄酒健康益处的报道      
政府对葡萄酒消费的支持      
进口关税的下降      
更多回国人员和来中国的外国人      
西方生活方式的流行      
 
 
第 3 部分：影响进口葡萄酒在中国市场销售的因素 
 
3.1 你们公司从不同国家进口葡萄酒吗？ 
 
是  不是  
 
3.2 你们公司主要进口哪种葡萄酒？ 
 
红葡萄酒  白葡萄酒  
 
3.3 请说明你们公司主要进口的葡萄酒类别。 
 
瓶装葡萄酒  散装葡萄酒  
 
3.4 请选择你们公司三个最重要的葡萄酒进口国，并按照重要性排列 （1=最重要， 2=
重要， 3=不太重要）。 
 
西班牙  
意大利  
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法国  
澳大利亚  
南非  
智利  
美国  
德国  
 
3.5 您认为进口散装葡萄酒最重要的目的是什么？ 
 
外国散装葡萄酒在中国瓶装来减少成本  
国内生产商用它来生产自己的产品  
被用来当作工业原料  
其它  
 
3.6 您认为进口葡萄酒占据当前中国市场的什么位置？ 
 
低端市场 中端市场 高端市场 
   
 
3.7 请指明影响中国消费者购买进口葡萄酒因素的重要性。 
 
 非常重要 一般 不重要 
产品质量    
价格    
良好声誉    
包装    
品牌忠诚度    
西方生活方式的象征    
个人偏爱    
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时尚，流行    
别人的推荐    
 
3.8 请按照重要性排列下列影响进口葡萄酒在中国市场销售的因素。 
     1=非常重要， 2=重要， 3=一般， 4=不重要， 5=不相关 
 
 1 2 3 4 5 
中国传统文化和饮酒习惯      
缺乏葡萄酒文化和知识      
缺少知名品牌和宣传      
价格      
国内竞争者      
关税和其它税      
分配，运输和储存      
进口规定和法律      
假冒产品      
难以找到合适的进口商和代理商      
其它      
 
3.9 您认为进口葡萄酒在中国最重要的分配渠道是什么？ 
 
超市连锁店  
宾馆，饭店和酒吧  
专营商店  
其它  
 
第 4 部分：中国的进口商和代理商在营销进口葡萄酒中的作用 
 
4.1 请问中国的进口商和代理商对于在中国开展业务的外国酒商有多重要？ 
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     1=非常重要， 2=重要， 3=一般， 4=不重要， 5=不相关 
 
1 2 3 4 5 
     
 
4.2  为什么外国酒商需要和中国进口商和代理商合作：请按照重要性排列下列原因。 
1=非常重要， 2=重要， 3=一般， 4=不重要， 5=不相关 
 
 1 2 3 4 5 
不熟悉中国葡萄酒文化和市场      
缺少分配渠道      
语言障碍      
缺少充足的资金      
不清楚当地的规定和法律      
 
4.3   请按照重要性排列中国进口商和代理商在协助外国酒商方面的作用。 
1=非常重要， 2=重要， 3=一般， 4=不重要， 5=不相关 
 
 1 2 3 4 5 
解释法律和规定      
处理有关文件和手续      
于客户和政府建立良好的关系      
提供恰当的市场战略      
分享客户资源      
减少风险      
安排商业展览和宣传活动      
 
第 5 部分：促进南非葡萄酒在中国销售的战略 
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5.1 你们公司进口南非葡萄酒吗？ 
 
是  不  
 
5.2  如果是，请指明进口南非葡萄酒的原因。 
 
 非常重要 一般 不重要 
产品质量    
产品价格    
良好声誉    
包装    
南非酒商的资金支持    
广告和宣传    
他人的推荐    
风险评估    
流行    
 
5.3  你们公司进口南非葡萄酒占整个葡萄酒进口的比例有多大？ 
 
很大 一般 很小 
 
5.4 您认为南非酒商进入中国市场最适当的模式是什么？ 
 
 
间接出口  
直接出口  
许可证模式  
特许经营  
土耳其模式  
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合资  
兼并和收购  
 
5.5 您认为中国消费者很了解南非葡萄酒吗？ 
 
是  不  
 
5.6 您认为采取什么措施可以提高南非葡萄酒在中国的销量？请按照 1-5 的重要性排
列它们。 
1=非常重要， 2=重要， 3=一般， 4=不重要， 5=不相关 
 
 1 2 3 4 5 
在中国推广葡萄酒文化和知识      
增加广告和宣传      
选择恰当的定价战略      
参加商业展览和品酒活动      
与客户和政府建立良好关系      
获得南非政府的支持      
培养潜在顾客      
创建知名品牌      
利用南非独特文化来宣传其葡萄酒      
满足中国消费者的特殊口味      
 
非常感谢您的合作。 
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